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Update on Results Of 2002 Annual General Meeting of Shareholders

The Registrant would like to report the results of its 2002 annual general

meeting of shareholders as held on August 16, 2002. The following resolutions were

passed by the shareholders as part of such meeting:

The election of each of Dr. Raymond K. F. Ch’ien, Mr. Peter Yip and
Mr. Zhou Shun Ao as a Class III Director of the Company.

The ratification of the Audited Financial Statements and Reports of
the Directors and the Independent Accounts for the year ended
December 31, 2001.

The ratification of the selection of Messrs. Emst & Young as the
Company’s Independent Accountants for the year ended December
31, 2002 and to authorize the Board of Directors to fix their
remuneration.

To approve the amendments to, and the adoption of, the Company’s
Amended and Restated Articles of Association in the form attached
to this Form 6-K.




chinadotcom corporation

DEAR CHINADOTCOM SHAREHOLDER:

You are cordially invited to attend the Annual General Meeting of Shareholders (the “General Meeting”) of
chinadotcom corporation (the “Company”) located at 34/F Citicorp Centre, 18 Whitfield Road, Causeway Bay,
Hong Kong on Friday, August 16, 2002, at 11:30 a.m.

Details of the business to be conducted at the General Meeting are given in the attached Notice of Annual General
Meeting of Shareholders and Proxy Statement. Accompanying this Notice of Annual General Meeting of
Shareholders and Proxy Statement are the Company’s Report of the Directors, the 2001 financial statements as
audited by Ernst & Young, the Company’s independent accountants and extracts of its Amended and Restated
Articles of Association.

If you do not plan to attend the General Meeting, please complete, sign, date, and return the enclosed proxy
promptly in the accompanying reply envelope. If you decide to attend the General Meeting and wish to change your

proxy vote, you may do so automatically by voting in person at the General Meeting.

We look forward to seeing you at the General Meeting.

Raymond K.F. Ch’ien
Executive Chairman

July 3, 2002
Hong Kong

YOUR VOTE IS IMPORTANT
In order to assure your representation at the General Meeting, you are requested to complete, sign, and
date the enclosed proxy as promptly as possible and return it in the enclosed envelope (to which no postage need be
affixed if mailed in the United States).




chinadotcom corporation

34/F Citicorp Centre
18 Whitfield Road
Causeway Bay, Hong Kong

NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS

To be held August 16, 2002

The Annual General Meeting of Shareholders (the “General Meeting”) of chinadotcom corporation (the “Company’”) will
be held at the Company’s offices located at 34/F Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hong Kong on Friday,
August 16, 2002, at 11:30 a.m. for the following purposes:

1. To elect three Class III Directors to serve for a term expiring on the date which the Annual General
Meeting of Shareholders is held in 2005;

2. To receive and consider the Company’s audited financial statements and the reports of the Directors and
the Company’s independent accountants for the year ended December 31, 2001;

3. To ratify the selection of Ernst & Young as the Company’s independent accountants for the year ending
December 31, 2002 and authorize the Board of Directors to fix their remuneration;

4. To approve amendments to, and adopt, the Amended and Restated Articles of Association; and

5. To act upon such other matters as may propetly come before the General Meeting or any adjournments
or postponements thereof.

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice. The recotd
date for determining those shareholders who will be entitled to notice of, and to vote at, the General Meeting and at any
adjournment thereof is June 25, 2002. The stock transfer books will not be closed between the record date and the date of
the General Meeting. A list of shareholders entitled to vote at the General Meeting will be available for inspection at the
offices of the Company. A shareholder entitled to attend and vote is entitled to appoint a proxy to attend and, on a poll, to
vote instead of him and that a proxy need not be a shareholder of the Company.

Whether or not you plan to attend the General Meeting, please complete, sign, date and return the enclosed proxy promptly
in the accompanying reply envelope. Please refer to the enclosed voting form for instructions. Your proxy may be revoked
at any time prior to the General Meeting. If you decide to attend the General Meeting and wish to change your proxy vote,

you may do so automatically by voting in person at the General Meeting.

ON BEHALF OF THE BOARD OF DIRECTORS

Raymond K.F. Ch’ien
Executive Chairman
July 3, 2002
Hong Kong




chinadotcom corporation
PROXY STATEMENT
FOR .

ANNUAL GENERAL MEETING OF SHAREHOLDERS

These proxy materials are furnished in connection with the solicitation of proxies by the Board of Directors of
chinadotcom corporation, a company organized under the laws of the Cayman Islands (the “Company”), for the
Annual General Meeting of Shareholders (the “General Meeting”) to be held at 11:30 a.m. on Friday, August 16,
2002, at the Company’s offices located at 34/F Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hong Kong, and
at any adjournments or postponements of the General Meeting. These proxy materials were first mailed to
shareholders on or about July 3, 2002.

PURPOSE OF MEETING

The specific proposals to be considered and acted upon at the General Meeting arte summarized in the
accompanying Notice of Annual General Meeting of Shareholders. Each proposal is described in mote detail in this
Proxy Statement. :

VOTING RIGHTS AND SOLICITATION
Voting

The Company’s Class A Common Shares is the only type of security entitled to vote at the General Meeting. Each
shareholder of record as of the close of trading on June 25, 2002 is entitled to one vote for each Class A Common
Share held by such shareholder on that date. At least one-third of the outstanding Class A Common Shares must be
present or tepresented at the General Meeting in order to have a quorum. Abstentions and broker non-votes are
counted as present for the purpose of determining the presence of a quorum for the transaction of business but are
not counted as votes cast at the General Meeting. Proposals 1, 2 and 3 each require for approval the affirmative
vote of a simple majority of the Class A Common Shares present in person or by proxy at a meeting for which a
quorum is present. Proposal 4 requires for approval the affirmative vote of not less than two-thirds of the Class A
Common Shares present in person ot by proxy at a meeting for which a quorum is present.

Proxies

Whether or not you are able to attend the General Meeting, you are urged to vote your proxy, which is solicited by
the Company’s Board of Directors and which will be voted as you direct on your proxy when properly completed.
In the event no ditections are specified, such proxies will be voted FOR proposals 1, 2, 3 and 4 in the discretion of
the proxy holders, as to other matters that may properly come before the General Meeting. You may revoke or
change your proxy at any time before the General Meeting. To do this, send a written notice of revocation or
another signed proxy with a later date to the Company at the Company’s principal executive offices before the
beginning of the General Meeting. You may also revoke your proxy by attending the General Meeting and voting in
person.




PROPOSAL NO. 1

ELECTION OF DIRECTORS .

General

Persons named in the accompanying form of proxy intend in the absence of contrary instructions to vote all proxies
for the election of each of Dr. Raymond K. F. Ch’ien, Mr. Peter Yip and Mr. Zhou Shun Ao as a Class I1I Director
of the Company to serve for a term expiring on the date on which the Annual General Meeting of Shareholders is
held in 2005 or until their respective successors are elected and qualified. 1f any such nominee should be unable to
serve, an event not now anticipated, the proxies will be voted for such person, if any, as shall be designated by the
Board of Directors to replace any such nominee.

Shareholder Approval

The election of each director will require the affirmative vote of a majority of the votes cast at the meeting.

Information Concerning Class III Ditector Nominees

The following table sets forth information concerning each of the nominees as a Class III Director of the Company.
Each of the nominees is currently a Class III Director of the Company.

Name (Age) and Principal Occupation or Employment Director
Address of Ditector Duting Past Five Years Since
Raymond K.F. Ch'ien (50) Dr. Ch’ien has served as Executive Chairman of 1999
the Company’s Board of Directors since April
34/F, Citicorp Centre 2001. Previously, since January 1999, Dr. Ch’ien
18 Whitfield Road served as the Company’s Chairman. Between
Causeway Bay October 1996 and March 2001, he was also a
Hong Kong member of the Board of Directors of the

Company’s former parent company, China
Internet Corporation Limited. Dr. Ch’ien is
Chairman of the Company’s Hong Kong listed
subsidiary, hongkong.com Corporation. Dr.
Ch’ien is also currently on the boards of HSBC
Holdings plc, Inmarsat Ventures ple, Inchcape
plc, Convenience Retail Asia Limited, Vtech
Holdings Limited and the MTR Corporation
Limited. Dr. Ch’ien is a member of the
Executive Council of the Hong Kong SAR,
Chairman of the Hong Kong/Japan Business
Co-operation Committee, and Chairman of the
Advisory Committee on Corruption of the
Independent Commission Against Corruption.
In addition, Dr. Clhlien is the honorary
president and past chairman of the Federation
of Hong Kong Industries. He is also President
of Hong Chi Association, Hong Kong's leading
non-government organization helping mentally
handicapped persons. Dr. Ch'ien received a
doctoral degree in economics from the
University of Pennsylvania - in 1978, was
appointed a Justice of the Peace in 1993 and a
Commander in the Most Excellent Order of the
British Empire in 1994, and was awarded the
Gold Bauhinia Star medal in 1999.




Peter Yip (50) Mr. Yip is a Vice Chairman of the Company’s 1999
Board of Directors. He has been the Company’s

34/F, Citicorp Centre Chief Executive Officer since January 1999 and
18 Whitfield Road has also served as the Vice Chairman of the
Causeway Bay Board of Directors of China Internet
Hong Kong Corporation Limited since May 1996. Mr. Yip is

also an Executive Director of hongkong.com
Corporation. Mr. Yip has international
experience 2s an entrepreneur in the media and
telecommunications industry. Prior to forming
the Company, Mr. Yip founded a systems
integration company which eventually was sold
to SHL Systemshouse, a company since
acquired by MCI. He previously was a senior
management consultant at KPMG Consulting
and was a Senior Research Fellow at Wharton
Applied Research. Mr. Yip received his MBA
from the Whatton School and his MSEE and
BSEE from the University of Pennsylvania.

Zhou Shun Ao (52) Mr. Zhou has served as Vice Chairman of the 1999
Board of Directors of the Company since

34/F, Citicorp Centre December 2000 and as Chief China Officer

18 Whitfield Road from January 1999 to December 2000. Mr.

Causeway Bay Zhou has served for more than 30 years at

Hong Kong Xinhua News Agency. He was Deputy Director

of Xinhua Development and Planning Bureau
and General Manager of China Media
Development Corporation. Mr. Zhou was also
President of China Global Public Relations
Company as well as Executive Deputy General
Manager of Xinhua News Agency. He has also
served as the Chairman of the Board of China
Internet Corporation Limited since October
1998 and is an Executive Director of
hongkong.com Corporation.

Recommendation of the Board of Directors

‘The Board of Directors recommends that the shareholders vote FOR the election of each of the Class 111 Director
nominees.




PROPOSAL NO. 2

CONSIDER AUDITED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2001

General

Ernst & Young has audited the Company’s financial statements as of and for the year ended December 31, 2001 and
has given its report thereon, a printed copy of which has been provided to the Company’s shareholders. The
Company’s shareholders are being asked to ratify the audited financial statements prepated by Etnst & Young.

Shareholder Approval

The affirmative vote of a simple majority of the Class A Common Shares present in person or by proxy at a meeting
for which a quorum is present is required to ratify the audited financial statements prepared by Etnst & Young as
the Company’s independent accountants.

Recommendation of the Board of Directors

The Board of Ditectors recommends that the shareholders vote FOR the ratification of the audited financial
statements prepated by Ernst & Young, the Company’s independent accountants.

PROPOSAL NO. 3

RATIFICATION OF INDEPENDENT ACCOUNTANTS

_ General

The Company’s shareholders are being asked to re-appoint the selection of Etnst & Young as the Company’s
independent accountants for the fiscal year ending December 31, 2002 and to delegate the fixing of Ernst &
Young's remuneration to the Company’s Board of Directors. In the event the Company’s shareholders fail to ratify
the appointment of Ernst & Young, the Board of Directors will reconsider its selection. Even if the selection is
ratified, the Board of Directors, in its discretion, may direct the appointment of a different independent accounting
firm at any time during the year if the Board of Directors determines that such a change would be in the Company’s
and its shareholders’ best interests. Ernst & Young has served as the Company’s independent auditors since the
Company’s incorporation.

Shareholder Approval

The affirmative vote of a simple majority of the Class A Common Shares present in person or by proxy at a meeting
for which a quorum is present is required to ratify the selection of Ernst & Young as the Company’s independent
accountants.

Recommendation of the Board of Directors

The Board of Directors recommends that the shareholders vote FOR the re-appointment of Emst & Young to
serve as the Company’s independent accountants for the fiscal year ending December 31, 2002.




PROPOSAL NO. 4

APPROVAL OF AMENDMENTS TO, AND ADOPTION OF, THE AMENDED AND RESTATED
ARTICLES OF ASSOCIATION

General

The Company’s shareholders are being asked to approve amendments to Articles 2, 194, 201, 202, 203 and 204 of
the Company’s Amended and Restated Articles of Association, copies of the amended provisions which have been
provided to the Company’s shareholders. The proposed amendments were apptoved by the Board of Directors,
subject to shareholder approval at the General Meeting.

Purpose and Effect of Amendments

The purpose and effect of the amendments is to provide for electronic delivery of notice and documents under the
Company’s Articles of Association in order to raise the efficiency of delivering notice and documents, speed up
shareholder communications as well as reducing the paper flow to our shareholders.

Shareholder Approval

The affirmative vote of not less than two-thirds of the Class A Common Shares present in person ot by proxy at a
meeting for which a quorum is present is required for approval of the proposed amendments to, and the adoption
of, the Amended and Restated Articles of Association.

Recommendation of the Board of Directors

The Board of Directors recommends that the shareholders vote FOR the proposed amendments to, and the
adoption of, the Company’s Amended and Restated Atticles of Association.

OTHER MATTERS

The Board knows of no other matters to be presented for shareholder action at the General Meeting. However, if
other matters do properly come before the General Meeting or any adjournments or postponements thereof, the
Board intends that the persons named in the proxies will vote upon such matters in accordance with their best
judgement.

In the event that sufficient votes in favour of any proposal set forth in the Notice of this General Meeting ate not
received by August 9, 2002, the persons named as attorneys in the enclosed proxy may propose one ot more
adjournments of the General Meeting to permit further solicitation of proxies. Any such adjournment will require
the affirmative vote of the holders of a majority of the Class A Common Shares present in person or by proxy at the
session of the meeting to be adjourned. The persons named as proxies in the enclosed proxy will vote in favour of
such adjournment those proxies which they are entitled to vote in favour of the proposal for which further
solicitation of proxies is to be made. They will vote against any such adjournment those proxies required to be
voted against such proposal.

ON BEHALF OF THE BOARD OF DIRECTORS

Raymond K.F. Ch’ien
Executive Chairman




PROPOSAL NO. 4
Amended Provisions From the Company’s
Amended and Restated Articles of Incorporation

For your ease of reference we attach below a summary of all of the changes that have
been made to the Company's existing Amended and Restated Articles of Association
adopted by special resolution on July 6, 2001 (the "Existing Articles") when compared to
the proposed Amended and Restated Articles of Association (the "Amended Articles") to
be considered and, if thought fit, adopted at the Annual General Meeting of the Company
to be held on August 16, 2002. Except as shown below, there are no further changes that
have been made when preparing the Amended Articles. A complete copy of the
Amended Articles in the form that will be tabled at the meeting is available for inspection
at the offices of the Company at 34/F, Citicorp Center, 18 Whitfield Road, Causeway
Bay, Hong Kong during normal business hours, or can be sent by email upon the written
request of a shareholder to Investor-relations@hk.china.com.

In the summary below, language that has been added to the Existing Articles appears
with double underline and language that has been deleted from the Existing Articles
appears with a strikethrough.

Subject to the consent of the shareholders by Special Resolution:

Article 2 under the sub-heading INTERPRETATION shall be amended to include the
following interpretations:

"address" shall include mailing addresses as well as electronic address, where applicable;

"electronic” shall have the meaning given to it in the Electronic Transactions Law 2000
of the Cayman Islands and any amendment thereto or re-enactments thereof for the time

eing in force and i her law j ated therewith or tituted there

"electronic communication” means electronic posting to the Company’s Internet website,

transmission to any number, addre r internet website ther electronic deliv

methods as otherwise decided and approved by not less than two-thirds of the vote of the
Board;

"Electronic Signature" means an electronic symbol or process attached to or logically
associated with an electronic communication and executed or adopted by a person with
the intent to sign the electronic communication;

"writing" or "printing” shall include writing, printing, lithograph, photograph,
type-writing and every other mode of representing words or figures in a legible and non-
transitory form_and, only where used in connection with a notice served by the Company
on members or other persons entitled to receive notices hereunder, shall also include a




" record maintained in an electronic medium which is accessible in visible form so as to be
useable for subsequent reference;

Article 194 under the sub-heading ACCOUNTS shall be amended as follows:

194. ¥ presCopies of those documents to be laid before the members of the
Company at an annual general meetlng shall not less than 10 days before the date of the
meeting be sent in the manner in which notices may be served by the Company as

provided herein to every member of the Company and every holder of debentures of the
Company, provided that the Company shall not be required to send psinted copies of
those documents to any person of whose address the Company is not aware or to more

than one of the joint holders of any shares or debentures. To the extent permitted by and
subject to due compliance with these Articles and all applicable rules and regulations, and
to obtaining all necessary consents, if any, required thereunder, the requirements of this
Article 194 shall be deemed satisfied in_relation to an_g member or any holder of
debenture the a ending to such perso tead uch_copies, not les
than 10 days before the date of the annual general meetmg, in any manner not prohibited
by these Articles, a summary financial statement derived from the Company's annual
accounts, together with the Directors' r the Auditor's re n_such ac t
which shall be in the form and containing the information required by these Articles and
all applicable laws and regulations, provided that any person who is otherwise entitled to
the annual accounts of the Company, together with the Director's report and the Auditor'
report_thereon may, if he so requires, by notice in writing served on the Company,
demand that the Company sends to him, whether in printed or electronic form, in addition
t m inancial stat nt mplete h 's annual account

together with the Directors' report and the Auditor's report thereon.

Articles 201 to 204 under the sub-heading SERVICE OF NOTICES AND OTHER
DOCUMENTS shall be amended as follows:

201. AsnyExcept as otherwise provided in these Articles, any notice or other document
may be served on or delivered to any member by the Company either personally or by

sending it through the post in a prepaid letter addressed to such member at his registered

address as appearing in the principal register or, to the extent permitted by all applicable
laws and regulations, by electronic communication or by delivering it to or leaving it at

such registered address addressed as aforesaid. In the case of joint holders of a share,
service or delivery of any notice or other document on or to one of the joint holders shall for
all purposes be deemed a sufficient service on or delivery to all the joint holders.

202. Any such notice or other document, if sent by post, shall be deemed to have been
served or delivered on the day after the day when it was put in the post (if sent to an address
in the same country) and on the fifth day after the day when it was put in the post (if sent
from one country or territory to an address in another country), and in proving such service
or delivery it shall be sufficient to prove that the notice or document was properly addressed,




stamped and put in the post. Any notice or other document delivered or left at a registered
address otherwise than by post shall be deemed to have been served or delivered on the day

it was so delivered or left. Any notice given by electronic means as provided herein shall
be deemed to have been served and delivered on the day following that on which it is
successfully transmitted or at such later time as may be prescribed by any applicable laws
or regulations.

203. Any notice or other document delivered or sent by-pest-erteftat-the-registered
address-ofto any member in pursuance of these Articles shall, notwithstanding that such

member is then dead or bankrupt or that any other event has occurred, and whether or not
the Company has notice of the death or bankruptcy or other event, be deemed to have been
duly served or delivered in respect of any share registered in the name of such member as
sole or joint holder unless his name shall, at the time of the service or delivery of the notice
or document, have been removed from the Register as the holder of the share and such
service or delivery shall for all purposes be deemed a sufficient service or delivery of such
notice or document on all persons interested (whether jointly with or as claiming through or
under him) in the share.

204. The signature to any notice to be given by the Company may be written or printed
by means of facsimile_or, where relevant, by Electronic Signature.




chinadotcom corporation

DECEMBER 13, 2001




chinadotcom corporation

INDEX TO FINANCIAL STATEMENTS

Pages

Report of the Independent Auditors F-1
Consolidated Balance Sheets as of December 31, 2000 and 2001 | F-2
Consolidated Statements of Operations for each of the three

years ended December 31, 1999, 2000 and 2001 | ‘ F-3
Consolidated Statements of Cash Flows for each of the three

years ended December 31, 1999, 2000 and 2001 F-5
Consolidated Statements of Changes in Shareholders’ Equity for each ‘

of the three years ended December 31, 1999, 2000 and 2001 F-7
Notes to Consolidated Financial Statements F9




wed LIN(VYI 14 CX ISV F 50 b hison T ogse

PO Rirconrt Rowd

+ B
AT

Centaai. iHong oy

T o g - .
Phone: (8320 2840 980 Rt AN 2646 9888

Ty AT, yog e PV e = "
Fan SO 2800 L0 N R I NN

waey cons e hing

- REPORT OF THE INDEPENDENT AUDITORS

The Board of Directors
chinadotcom corporation

We have audited the accompanying consolidated balance sheets of chinadotcom corporation and
subsidiaries as of December 31, 2000 and 2001 and the related consolidated statements of operations,
cash flows and shareholders’ equity for each of the three years in the period ended December 31, 2001.
These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
- whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of chinadotcom corporation and subsidiaries at December 31, 2000 and
2001, and the consolidated results of their operations and their cash flows for each of the three years in
the period ended December 31, 2001, in conformity with accounting principles generally accepted in the
United States.

%M/QM»

Hong Kong
February 22, 2002




chinadotcom corporation
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands of U.S. dollars, except number of shares and per share data)

December 31,

December 31,

Notes 2000 2001
ASSETS
Current assets:
Cash and cash equivalents 47,483 20,820
Restricted cash 5 4,134 1,274
Accounts receivable (net of allowance of USD3,488 for 2000
and USD6,538 for 2001) 6 31,656 21,074
Deposits, prepayments and other receivables 26,015 16,746
Available-for-sale debt securities 7 242,324 329,952
Restricted debt securities 7 148,622 134,960
Due from related companies 8 21,783 -
Total current assets 522,017 524,826
Property, plant and equipment, net 9 30,150 21,288
Goodwill 10 40,205 6,430
Intangible assets 11 - 17,092
Investments in equity investees 5,179 2,668
Investments under cost method 11,135 2,878
Available-for-sale debt securities 7 - 17,028
Available-for-sale equity securities 12 10,368 2,064
Other assets ’ _ 3,866 2220
Total assets 622,920 596,494
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities: !
Accounts payable 17,219 15,082
- Other payables 20,022 7,100
Accrued liabilities 14,475 14,099
Short-term bank loans 13 3,934 116,820
Long-term bank loans, current portion 14 - 131
Promissory notes 15 11,183 -
Deferred revenue 3,258 932
Tax payable 933 1,002
Due to related companies 8 602 10,248
Total current liabilities 71,626 165,414
Long term bank loans, net of current portion 14 - 1,504
Other payabiles, net of current portion - 2,860
Minority interests 39,270 36,855
Shareholders’ equity:
Class A common shares, USD0.00025 par value:
Authorized shares - 800,000,000 shares
Issued and outstanding - :
101,828,743 shares as of December 31, 2000 and 102,691,872
shares as of December 31, 2001 25 26
Preferred shares, USDO0.001 par value:
Authorized shares - 5,000,000 shares
Issued and outstanding - Nil as of December 31, 2000 and 2001 - -
Additional paid-in capital 604,566 613,460
Accumulated other comprehensive income 16 ( 766) ( 7439)
Accumulated deficits (91,801 (216,186)
Total shareholders’ equity 512,024 389,861
Total liabilities and shareholders’ equity 622,920 596,494

The accompanying notes form an integral part of these consolidated financial statements.

F-2




chinadotcom corporation
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands of U.S. dollars, except number of shares and per share data)

Year ended Year ended Year ended
December 31, December 31, December 31,
Notes 1999 2000 2001.
Revenues (a)
e-business solutions 11,045 65,309 38,891
Advertising ) 7,593 46,437 26,106
Sale of IT products 289 5,938 4,580
Other income 1,306 3,555 : 5,958
20,233 121,239 75,535
Less: Cost of revenues
e-business solutions ( 5,769) ( 40,767) ( 26,845)
Advertising ( 5232 ( 30417 ( 16,639)
Sale of IT products ( 207) { 3,978) ( 3473
Other income { 606) ( 357) (2,054
Gross margin 8,419 45,720 26,519
Selling, general and administrative expenses (b) 17 ( 25,939) ( 107,017) ( 94,800)
Depreciation expense ( 1,812) (  8,452) ( 12,739)
Amortization of goodwill and intangible assets (  4,980) ( 29,690) ( 15323)
Impairment of goodwill and intangible assets - ( 43,389) ( 40,698)
Stock compensation expense 24 (_4,446) {__5,083) (2,552
Operating loss . ( 28,758) ( 147911 ( 139,593)
Interest income 3,826 30,103 26,926
Interest expense . - ( 954) (  1495)
- Gain/(loss) arising from share issuance
of a subsidiary - 140,031 ( 55)
Gain on disposal of available-for-sale securities 6,282 1,682 4411
Gain/(loss) on disposal of subsidiaries
and cost investments - 13,981 ( 2,055
Other non-operating losses - ( 2,528) ( 1,321
Impairment of cost invéstments and
available-for-sale securities - ( 84,696) ( 12,260)
Share of losses in equity investees ) ( 65) (_9423) (2,59
Loss before income taxes ( 18,715) ( 59,715) ( 128,034)
Income taxes 19 - ( 640) ( 361)
Loss before minority interests ( 18,715 ( 60,355) ( 128,395)
Minority interests in (income)/loss of
consolidated subsidiaries ( 2) 553 4,010
Net loss 20 (18,717 ( 59,802) (124,385)

Basic and diluted loss per share 20 ( 0.26) ( 0.61) ( 1.21).




chinadotcom corporation
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands of U.S. dollars, except number of shares and per share data)

Year ended Year ended Year ended
December 31, December 31, December 31,
Notes 1999 ' 2000 2001
(a) Revenues from related parties 18
e-business solutions 2,198 13,921 60
Advertising 677 7.870 -
Other income 750 - -
3,625 21,791 60
(b) Selling, general and administrative
expenses to related parties 18 ( 285) ( 1,200) (__10,106)

The accompanying notes form an integral part of these consolidated financial statements.

F-4




chinadotcom corporation
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands of U.S. dollars, except number of shares and per share data)

Cash flows from operating activities:
Net loss
Adjustments to reconcile income to net cash
provided by operating activities:
Minority interests in income/(loss)
of consolidated subsidiaries

Loss on disposal/write-off of property, plant and equipment

Gain on disposal of available-for-sale securities
(Gain)/loss arising from share issuance of a subsidiary
(Gain)/loss on disposal of subsidiaries

and cost investments
Amortization of goodwill and intangible assets
Depreciation
Stock compensation expense
Share of loss in equity investees

Impairment of cost investments and available-for-sale securities

Impairment of goodwill and intangible assets
Changes in operating assets and liabilities:
Accounts receivable

Deposits, prepayments and other receivables
Due from related companies

Other assets

Accounts payable

Other payables

Accrued liabilities

Deferred revenue

Due to related companies

"Net cash used in operating activities

Cash flows from investing activities:

Acquisition of subsidiaries, net of cash acquired
Acquisition of equity investees

Acquisition of property, plant and equipment
Acquisition of cost investments

Acquisition of available-for-sale securities

Acquisition of intangible assets

Advances of loans to equity investees

Proceeds from disposal of available-for-sale securities
Proceeds from disposal of property, plant and equipment
Proceeds from share issuance by/disposal of subsidiaries
Proceeds from disposal of cost investments

Increase in due from a related company

Restricted cash

Net cash used in investing activities

Cash flows from financing activities:

Issuance of share capital

Additional minority interests

Additional bank loans

Repayment of bank loans

Increase in other assets

Settlement of promissory notes in relation to acquisitions

Net cash provided by financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Year ended

December 31,

1999

( 18717)

6,755)
3,182)
3,625)

—_~—~—~

9,271
1,579
2,198

525

(13,659

6,049)
2,430)
7,425)
3,540)
799,915)

PN N N~

696,711
9

(  1,221)
3,000

(__120,860)

146,650
451

( 1,992-)

145,109

10,590
2,323

12913

Year ended

(

(

(
(

December 31,

2000

59,802)

553)

117
1,682)
140,031)

13,981)
29,690
8,452
5,083
9,423
84,696
43,389

19,841)
12,931
17,381)

(_ 67,598)

(
(
(
(
(

(

17,259)
6,848)
29,228)
21,150}
2,875,048)

4,389)
2,582,685
183
169,835
970

( 4,134)
(204,383)

312,438
217
2,495

{ 8,599

306,551

34,570

12,913

47,483

Year ended

December 31,

2001

( 124,385)

( 4,010)
3,066

( 4,411)
55

2,055
15,323
12,739

1,169

2,592
12,260
40,698

10,427

( 8)
21,450
1,623

( 1,468)

( 5,754)
145

( 2,307)

1,099

(_17,642)

1,843,943 -
138
982
598

2,860

(_120,527)

279

117,307
( 2,7137)

( 3,343)

111,506

(  26,663)
47,483

20,820




chinadotcom corporation
CONSOLIDATED STATEMENTS OF CASH FLOWS -

(Amounts in thousands of U.S. dollars, except number of shares and per share data)

Interest paid

Non-cash activities:
Class A common shares issued for purchases
of available-for-sale securities and cost investments
Class A common shares issued for acquisitions
Class A common shares issued for settlement
of other payables ‘
Class A common shares issued for settlement
of promissory notes
Stock options issued/allocated for acquisitions
Promissory notes issued and other payables
incurred in respect of acquisitions
Subsidiary’s ordinary shares issued for acquisitions

Subsidiary’s ordinary shares issued for purchase of assets
Repurchase of Class A common shares from disposal of an

equity investee

Year ended
December 31,
1999

2,255
16,574

Year ended
December 31,
2000

954

45,359
39,095

294

7,492
1,212

38,643

Year ended
December 31,
2001

1,495

4,467

3,033

1,410
221

53

The accompanying notes form an integral part of these consolidated financial statements.
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chinadotcom corporation
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Amounts in thousands)

Receivable
from Accumulated Total
Additional  shareholders other Retained  shareholders’
Number Common paid-in  for purchase  Comprehensive  comprehensive eamings equity
of shares capital of shares income income (deficit) (deficit)
shares usD USD uUsSD usD UsSD USD UsD
Balance at January 1, 1999 54,336 13 29,048 ( 5,368) - 1,891 (13,282) 12,302
Issuance of shares for cash 30,564 "7 141,275 5,368 - : - - 146,650
Issuance of shares for non-
cash transactions 2,474 2 21,772 - - - - 21,774
Stock compensation expenses
on options granted - - 1,501 . - - - - 1,501
Unrealized gain on available- )
for-sale securities - - - - 2,236 2,236 - 2,236

Foreign currency translation

adjustments . - - - - ( 33) ( 33) - ( 33)
Less: reclassification

adjustment for gains

included in net income - - - - ( 1,891) ( 1,891) - ( 1,891
Net loss for the year

ended December 31, 1999 - - - - (18,711 - (18,717) (18,717)
Comprehensive income (18,405
Balance at December 31, 1999 87,374 22 193,596 - 2,203 (31,999) 163,822
Issuance of shares for cash 7,626 2 303,182 - - - - 303,184
Exercise of warrants 800 - 4,000 - - : - - 4,000
Exercise of employee stock options 1,526 - 5,254 - - - - - 5,254

Issuance of shares for non-
cash transactions 4,502 1 94,213 - - - - 94,214

Stock options issued/allocated
for acquisitions - - 1,212 - - - - 1,212-

Stock compensation expenses
on options granted . - - 3,109 - - - - 3,109

Unrealized loss, net of unrealized
gains on available-for-sale )
securities - - - - (44,858) . (44,858) - (44,858)

Other-than-temporary impairment :
of available-for-sale securities - - - - 44,929 44,929 - 44,929

Foreign currency translation

adjustments - - - - ( 804) ( 804 - ( 804)
Less: reclassification

adjustment for gains, net of

losses included in net income | - - - - ( 2,236) ( 2,236) - ( 2,236)
Net loss for the year

ended December 31, 2000 - - - (59,802) - (59,802) (59,802)
Comprehensive income . (62,771)
Balance at December 31, 2000 101,828 25 604,566 - (___766) (91,801) 512,024

The accompanying notes form an integral part of these consolidated financial statements.
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chinadotcom corporation
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
' (Amounts in thousands)

Receivable :
from Accumulated Total
Additional  shareholders other Retained  shareholders’
Number Common paid-in  for purchase  Comprehensive  comprehensive eamnings equity
of shares capital of shares income income (deficit) (deficit)
shares USD USD UsSD usp UsD USD UsD
Balance at January 1, 2001 101,828 25 604,566 - - ( 766) (91,801 512,024
Exercise of employee stock options 92 - 279 : - - - - 279
Issuance of shares for non-
cash transactions 795 1 7,499 - - - - - 7,500
Redemption and retirement of shares
for non-cash transactions ( 23) - _( 53) - - - ( 53)
Stock compensation expenses
on options granted - - 1,169 - - - - 1,169
Unrealized loss, net of unrealized gains
on available-for-sale securities - - - - ( 9956) { 9,956) - ( 9,956)
Other-than-temporary impairment of )
available-for-sale securities - - - - 4,216 4,216 - 4216
Minority interests’ share of unrealized
loss, net of unrealized gains on }
available-for-sale securities - - - - 337 337 - 337

Foreign currency translation

adjustments - - - - ( 1,199 ( 1,199) - ( 1,199
Less: reclassification adjustment

for gains, net of losses included

in net income - - - - ( 71 ( 7 - ( 1)
Net loss for the year - - - - (124,385) - (124,385) ( 124,385)
- (131,058)
Balance at December 31, 2001 102,692 26 613,460 - (7439 (216,186) 389,861

The accompanying notes form an integral part of these consolidated financial statements.
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chinadotcom corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

" ORGANIZATION AND BASIS OF PRESENTATION

chinadotcom corporation (the “Company”) is a pan-Asian integrated Intemet company and its
business model is centered around three key components: e-business solutions, advertising (e-marketing
services, portal services and other media assets) and sale of IT products. The Company provides
solutions for its customers’ business requirements and by integrating its e-business solutions and
Internet advertising services with its portal network, the Company offers a comprehensive suite of
Internet products, services and solutions to a diverse clientele of Internet users, online advertisers and
Web-based enterprises.

The Company was incorporated as China.com Corporation under the laws of the Cayman
Islands in June 1997 as a wholly-owned subsidiary of China Internet Corporation Limited (“CIC”), a
company incorporated under the laws of Bermuda. In June 1999, CIC distributed its total interest in the
Company to CIC’s shareholders (the “Reorganization”). The transaction involved the distribution of a
total of 46,975,972 of the Company’s Class A common shares to CIC’s shareholders on a one-for-one
basis with respect to each issued and outstanding share of CIC’s capital stock at the time of the
distribution. Upon completion of the Reorganization, CIC ceased to have any ownership interest in the
Company. As part of such corporate reorganization, CIC transferred certain subsidiaries, portals and
related assets, comprising the integrated portal business, which began in early 1996, to the Company.
The transfer has been accounted for as a reorganization of entities under common control in a manner
similar to a pooling of interests.

The consolidated financial statements and related notes reflect the carve-out historical results of
operations and financial positions of the Company for the year ended December 31, 1999, and have
been prepared as if the Reorganization had occurred retroactively. Accordingly, the results of operations
and related net assets and liabilities of the operations transferred by CIC to the Company as a part of the
Reorganization have been included in the consolidated financial statements for the period covered
thereby. The Company believes that the methods used in the allocation of expenses are reasonable and
the statements of operations include all revenues and costs directly and indirectly attributable to the
Company. The amounts related to the Company have been determined by segregating amounts related
to the operation of the Company from those related to the operations retained by CIC. The
determination of such amounts was made by reference to individual records for costs specifically
relating to the Company or by allocation based on number of personnel, time spent by personnel or
similar references. Management believes that the allocated costs are representative of the costs that
would have been incurred had the Company operated on a stand-alone basis.

As of each of December 13, 1999 and May 8, 2000, the Company effected a two-for-one share
split (““Share Split”). Upon the occurrence of each of these share splits, each issued and outstanding
Class A common share of the Company was split into two Class A common shares of half the previous
par value per share. The consolidated financial statements have been prepared as if the Share Split had
occurred retroactively.

In March 2000, hongkong.com Corporation (“hongkong.com”), a wholly-owned e-business
solutions and advertising services provider, was listed on the Growth Enterprise Market of the Stock
Exchange of Hong Kong Limited and 736,000,000 shares of hongkong.com were issued at USDO0.24 per
share for a net proceed of USD168.462. As a result, the Company’s shareholding in hongkong.com was
diluted to 82%. No deferred tax has been provided for the gain as the future disposal of shares in
hongkong.com by the Company will not be taxable in any jurisdiction.
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chinadotcom corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

' ORGANIZATION AND BASIS OF PRESENTATION (continued)

Pursuant to a shareholders’ special resolution passed on April 28, 2000, the name of the
Company was changed from China.com Corporation to chinadotcom corporation.

In 2001, hongkong.com issued 5,351,473 shares at USD0.0409 per share amounting to USD219
for the acquisition of property, plant and equipment of Powernet Technology Inc. and 30,207,269 shares
at USDO0.04635 per share amounting to USD 1,400 for the acquisition of Beijing China-Railway Times
Science and Technology Company Ltd.. As a result, the Company’s shareholding in hongkong.com
was diluted from 82% to 81%. No deferred tax credit was recognized for the loss as the future disposal
of shares in hongkong.com by the Company will not be taxable in any jurisdiction.

The consolidated financial statements were prepared in accordance with accounting principles
generally accepted in the United States.

BUSINESS COMBINATIONS

During the year ended December 31, 2001, the Company acquired two major subsidiaries for an
aggregate of USD2,725 in cash, 495,900 shares of the Company’s Class A common shares and
30,207,469 ordinary shares of hongkong.com, a subsidiary of the Company. The major acquisitions are
summarized below:

Consideration
Class A hongkong.com

Principal place Percentage - common ordinary
Acquired entity of operations acquired  Acquisition date Cash shares shares
uUsD (number) {number)
Wealth Corporation PRC 50.27%* February 13, 2001 2,725 495,900
Beijing China-Railway Times
Science and Technology
Co. Ltd. PRC 60% December 1, 2001 - - 30,207,469

* During the year, the Company increased its shareholdings in Wealth Corporation to 56.19%.

The operations of the acquired entities are included in the consolidated statements of operations
from the respective dates of acquisition. The acquisitions have been accounted for using the purchase
method of accounting, and accordingly, each purchase price has been allocated to the tangible and
identifiable intangible assets acquired and liabilities assumed on the basis of their fair values on the
. acquisition dates. Approximately USD4,523 of the aggregate recognized purchase price was allocated
to identified net tangible assets consisting primarily of cash and cash equivalents, marketable securities,
accounts receivable, property, plant and equipment, other receivables, accounts payable and other
payables. The historical carrying amounts of such assets and liabilities approximated their fair values.
The identifiable intangible assets acquired were not significant. The purchase price in excess of
identified tangible net assets in the amount of USD10,854 was allocated to goodwill. For acquisitions
completed prior to July 1, 2001, goodwill recorded as a result of these acquisitions is amortized over its
estimated useful life of two to five years. For acquisitions completed subsequent to July 1, 2001,
goodwill recorded as a result of these acquisitions is not amortized in accordance with the transitional
provision of Statements of Financial Accounting Standards (*SFAS”) No. 142, Goodwill and Other
Intangible Assets.
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chinadotcom corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

'BUSINESS COMBINATIONS (continued)

Wealth Corporation (“Wealth”) is a travel agency providing online and offline airline ticket
booking services. The Company acquired a 50.27% interest in Wealth for a total consideration of
USD?9,525, which consists of USD2,725 in cash and 495,900 Class A common shares valued at
USD13.7124 per share based on the market value on the first date on which the number of shares
became fixed without subsequent revision.

Beijing China-Railway Times Science and Technology Co. Ltd. (“Times”) provides proprietary
ticketing solutions to the transportation industry. The Company acquired a 60% interest in Times in
exchange for 30,207,469 ordinary shares of hongkong.com. The fair value for the 30,207,469
hongkong.com ordinary shares was valued at USD0.04635 per share based on the market value on the
first date on which the number of shares became fixed without subsequent revision.

The following unaudited pro forma consolidated financial information reflects the results of the
operation of the Company for the years ended December 31, 2000 and 2001, as if all the acquisitions of
subsidiaries and joint ventures had occurred on January 1, 2000. These pro forma results have been
prepared for comparative purposes only and do not purport to be indicative of what operating results
would have been had the acquisition actually taken place on January 1, 2000, and may not be indicative
of future operating resulits.

December 31, December 31,

2000 2001

UsD USD

(unaudited) (unaudited)

Revenue 122,507 78,431
Net loss ( 66,005) (114,888)
Loss per share 0.67) (1.12)

The difference in pro forma and audited net loss for the year ended December 31, 2001 is
primarily due to the reduction in impairment of goodwill net of the effect of additional amortization of
goodwill in the years ended December 31, 2000 and 2001.

CHANGES IN PRESENTATION OF COMPARATIVE FINANCIAL STATEMENTS

Due to the adoption of sale of IT products as an additional operational segment, certain
comparative amounts have been reclassified to conform with the current year’s presentation.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) Principles of consolidation

The accompanying consolidated financial statements include the accounts of the Company and

its majority-owned subsidiaries, after elimination of all material inter-company accounts, transactions
and profits.
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chinadotcom corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(b) Use of estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ from
those estimates. »

(c) Cash and cash equivalents

The Company considers all highly liquid investments with a maturity of three months or less
when purchased to be cash equivalents. Except for the restricted cash disclosed in note 5, none of the
Company'’s cash is restricted as to withdrawal or use.

(d) Property, plant and equipment and depreciation

Leasehold improvements, furniture and fixtures, office equipment, computer equipment and
motor vehicles are stated at cost less accumulated depreciation. Depreciation of leasehold
improvements, furniture and fixtures, office equipment, computer equipment and motor vehicles is
computed using the straight-line method over the assets’ estimated useful life. No depreciation is
provided on freehold land. The principal annual rates used are as follows:

Buildings » 4%

Leasehold improvements Over the lesser of the lease term or the useful life
Furniture and fixtures 20%

Office equipment 20%

Computer equipment 331 %

Motor vehicles 33% %

(e) Goodwill and intangible assets

Goodwill represents the excess of the purchase consideration over the fair value ascribed to its
net assets at the date of acquisition and is being amortized over a period of two to five years. Based on
the early stage of development of the Internet advertising and e-business Solutions business, the rapid
changes occurring in the Internet industry, especially in Asia, the low barriers to entry into the business,
the intense level of competition and the absence of historical customer retention rates, management
selected a useful life of two to five years for goodwill. In accordance with SFAS 141, Business
Combinations, goodwill acquired after June 30, 2001 is subject to periodic evaluation of impairment and
is not amortized.

Intangible assets represents trademarks, service marks and Uniform Resource Locators
(“URL”). The Company has certain trademarks, service marks and domain names registered in the
United States Patent and Trademark Office and other jurisdictions. The Company believes the service
marks and domain names are of material importance to the Company’s business and have an estimated
useful life of twenty years. Accordingly, these trademarks, service marks and domain names are
amortized on a straight-line basis over a period of twenty years.
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chinadotcom corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

" SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(e) Goodwill and intangible assets (continued)

Annually, the Company reviews and adjusts the carrying value of goodwill and purchased
intangible assets if the facts and circumstances suggest goodwill and purchased intangible assets may be
impaired. If this review indicates goodwill and purchased intangible assets may not be recoverable, as
determined based on the undiscounted cash flows of the entity acquired over the remaining amortization
period, the carrying value of goodwill and intangible assets will be reduced by the estimated shortfall in
discounted cash flows.

€3] Investment

Debt and marketable equity investments which represent available-for-sale securities are stated
at fair value. Unrealized holding gain or loss, net of tax, on available-for-sale securities is included in a
separate component of shareholders’ equity. Realized gains and losses and decline in value judged to be
other-than-temporary on available-for-sale securities are included in gain/loss on disposal of available-
for-sale securities and impairment of available-for-sale securities, respectively. The cost of securities
sold is based on the first-in, first-out method. Interest and dividends on securities classified as
available-for-sale are included in interest income and other income, respectively.

All other investments, for which the Company does not have the ability to exercise significant
influence and there is not a readily determinable market value, are accounted for under the cost method
of accounting. Dividends and other distributions of eamnings from investees, if any, are included in
income when declared. The Company periodically evaluates the carrying value of its investments
accounted for under the cost method of accounting and decline in value is included in impairment of
cost investments.

(2 Investments in equity investees

The Company’s investments in equity investees for which its ownership exceeds 20%, but
which are not majority-owned, are accounted for using the equity method. Under the equity method, the
Company’s proportionate share of each equity investee’s net income or loss and amortization of the
Company’s net excess investment over its equity in each equity investee’s net assets is included in
“share of losses in equity investees”. Amortization is recorded on a straight-line basis over the
estimated useful life of three years.

(h) Foreign currency translation
Foreign currency transactions are translated at the applicable rates of exchange ruling at the
transaction dates. Monetary assets and liabilities denominated in foreign currencies at the balance sheet

date are translated at the applicable rates of exchange ruling at that date. Exchange differences are dealt
with in the income statement.
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chinadotcom corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(h) Foreign currency translation (continued)

The functional currency of the Company is the Hong Kong Dollar. The functional currency of
the Company’s subsidiaries in the locations outside Hong Kong are the respective local currencies. The
financial statements of the Company’s subsidiaries have been translated into United States dollars in
accordance with SFAS 52, Foreign Currency Translation. All balance sheet accounts have been
translated using the exchange rates in effect at the balance sheet date. Income statement amounts have
been translated using the exchange rates in effect during the year.

i) Advertising expenses

Advertising expenses, net of reimbursements, are charged to the consolidated statement of
operations when incurred.

M Revenue recognition

The Company generates its revenues from three primary sources: e-business solutions,
advertising and sales of information technology products.

e-business solutions service fees are derived from services provided for the design and
development of Internet Web sites, system integration and monthly maintenance and hosting of
“computer-based information. A substantial percentage of Web design and development engagements
are short-term projects billed on a fixed-price basis. e-business solutions service fees are recognized
when services are provided.

Advertising service fees are derived from the online sales of banner advertisements, direct
mailing and sponsorships in which the Company delivers advertising for a fixed fee on the Company’s
Web sites and advertising affiliates, which comprises third-party Web sites and offline advertising
campaigns. Online advertising revenue is derived principally from short-term advertising contracts in
which the Company may guarantee a minimum number of impressions to advertisers over a specific
period of time for a fixed fee. Revenues from online banner advertising are recognized ratably in the
period in which the advertisement is displayed, provided that no significant Company obligations
remain at the lesser of the ratio of impressions delivered over total guaranteed impressions or the
straight-line basis over the term of contract, and collection of resulting receivable is reasonably assured.
Advertising service fees from direct mailing are derived from advertisement sent to electronic mail users
registered with the Company and are recognized when each advertisement is sent. Offline advertising
revenue is derived principally from fees for services and production of advertisements. Revenue is
realized when the service is performed, in accordance with the terms of the contractual arrangement, and
collection is reasonably assured.

Certain subsidiaries of the Company act as an advertising agent for their customers and the
related revenues are recorded net in the Consolidated Statement of Operations.




chinadotcom corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

" SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
)] Revenue recognition (continued)

The Company pays affiliated Web sites a percentage of advertising revenue, ranging from 50%
to 85%, in exchange for providing advertising space to the Company’s network. The Company
becomes obligated to make payments to such advertising affiliates in the period the advertising is
delivered. Such expenses are classified as cost of revenues in the consolidated statements of operations.

Sale of IT products revenue is derived principally from the distribution of computer hardware
and software products. Revenue is recognized when the title to the products and risk of ownership are
transferred to customers, which occurs principally upon delivery to the customer. Provisions for
discounts and rebates to customers, estimated returns and allowances, and other adjustments are
provided for in the same period in which the related sales are recorded.

(k) Deferred revenue

Deferred revenue represents cash received or receivable for e-business solutions and advertising
services in advance of services being rendered.

) Income taxes

Income taxes, if any, are determined under the liability method as required by SFAS No. 109,
Accounting for Income Taxes.

(m) Stock compensation expenses

The Company accounts for stock-based employee compensation arrangements in accordance
with the provisions of Accounting Principles Board Opinion (“APB”) No. 25, Accounting for Stock
Issued to Employees, and complies with the disclosure provisions of SFAS 123, Accounting for Stock-
Based Compensation. Under APB 25, compensation cost is recognized over the vesting period based on
the difference, if any, on the date of grant between the fair value of the Company’s stock and the
amount an employee must pay to acquire the stock.

(n) Earnings per share

The Company computes earnings per share in accordance with SFAS 128, Earnings per Share.
Under the provisions of SFAS 128, basic net income or loss per share is computed by dividing the net
income or loss available to common shareholders for the period by the weighted average number of
common shares outstanding during the year. Diluted net income or loss per share is computed by
dividing the net income or loss for the year by the weighted average number of common and common
equivalent shares outstanding during the year. Common equivalent shares, composed of incremental
common shares issuable upon the exercise of stock options, are included in diluted net income or loss
per share to the extent such shares are dilutive.

Loss per share has been provided for all years assuming that all shares issued as part of the
Reorganization had been outstanding for all years.
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chinadotcom corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

" SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Repurchase agreements

Debt securities sold under agreements to repurchase are classified as secured borrowings. -
Agreements with the third party specify the third parties’ rights to request additional collateral. Both
parties monitor the fair value of the underlying securities as compared with the related receivable or
payable, including accrued interest, and may request a cash transfer at least equal to that net exposure as
necessary.

) Gain on issuances of stock by subsidiaries

At the time a subsidiary sells its stock to unrelated parties at a price in excess of its book value,
the Company’s net investment in that subsidiary increases. If at that time, the subsidiary is not a newly-
formed, non-operating entity, nor a research and development, start-up or development stage company,
nor is there question as to the subsidiary’s ability to continue in existence, the Company records the
increase as a non-operating gain in the Consolidated Statements of Operations. Otherwise, the increase
is reflected in “effect of subsidiaries’ equity transactions” in the Company’s Consolidated Statements of
Stockholders’ Equity.

@ Impact of recently issued accounting standards

In June 2001, the Financial Accounting Standards Board (“FASB”) issued SFAS 141, Business
Combinations, and SFAS 142, Goodwill and Other Intangible Assets. SFAS 141 requires that the
purchase method of accounting be used for all business combinations initiated after June 30, 2001.
SFAS 141 also includes guidance on the initial recognition and measurement of goodwill and other
intangible assets arising from business combinations completed after June 30, 2001. SFAS 142
prohibits the amortization of goodwill and intangible assets with indefinite useful lives. SFAS 142
requires that these assets be reviewed for impairment at least annually. Intangible assets with finite
lives will continue to be amortized over their estimated useful lives. Additionally, SFAS 142 requires
that goodwill included in the carrying value of equity method investments no longer be amortized.

The Company will apply SFAS 142 at the beginning of the first quarter of 2002. Application of
the non-amortization provisions of SFAS 142 is expected to result in an increase in net income of
USD1,040 in 2002. The Company will test goodwill for impairment using the two-step process
prescribed in SFAS 142. The first step is a screen for potential impairment, while the second step
measures the amount of the impairment, if any. The Company expects to perform the first of the
required impairment tests of goodwill and indefinite lived intangible assets as of January 1, 2002 in the
second quarter of 2002. Any impairment charge resulting from these transitional impairment tests will
be reflected as the cumulative effect of a change in accounting principle in the first quarter of 2002. The
Company has not yet determined what the effect of these tests will be on the results of operations and
financial position of the Company.

In June 2001, the FASB issued SFAS 143, Accounting for Asset Retirement Obligations, which
addresses financial accounting and reporting for obligations associated with the retirement of tangible
long-lived assets and the associated asset retirement costs. The standard applies to legal obligations
associated with the retirement of long-lived assets that result from the acquisition, construction,
development and/or normal use of the asset.
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(Amounts in thousands, except number of shares, number of options and per share data)

" SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
@ Impact of recently issued accounting standards (continued)

SFAS 143 requires that the fair value of a liability for an asset retirement obligation be
recognized in the period in which it is incurred if a reasonable estimate of fair value can be made. The
fair value of the liability is added to the carrying amount of the associated asset and this additional
carrying amount is depreciated over the life of the asset. The liability is accreted at the end of each
period through charges to operating expense. If the obligation is settled for other than the carrying
amount of the liability, the Company will recognize a gain or loss on settlement. The adoption of SFAS
143 is not expected to have a material effect on the Company’s financial position or results of
operations. ’

In August 2001, the FASB issued SFAS 144, Accounting for the Impairment or Disposal of
Long-Lived Assets, which supersedes SFAS 121, Accounting for the Impairment of Long-Lived Assets
and for Long-Lived Assets to be Disposed of. SFAS 144 retains the fundamental provisions of SFAS
121 for recognition and measurement of the impairment of long-lived assets to be held and used and
measurement of long-lived assets to be disposed of by sale. SFAS 144 addresses certain
implementation issues related to SFAS 121. This Statement also supersedes the accounting and
reporting provisions of APB 30, Reporting the Resulits of Operations — Reporting the Effects of Disposal
of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions, for segments of a business to be disposed of. SFAS 144 retains the basic provisions of
APB 30 for the presentation of discontinued operations in the income statement but broadens that
presentation to include a component of an entity, rather than a segment of a business. The adoption of
SFAS 144 on January 1, 2002, is not expected to have a material effect on the Company’s financial
position or results of operations. '

RESTRICTED CASH

At December 31, 2000 and 2001, cash of USD4,134 and USD1,274 respectively, were pledged
for bank facilities and bank guarantees.

ACCOUNTS RECEIVABLE
December 31, December 31,
2000 2001
USD UsSh
Accounts receivable:
Amounts billed 32,045 25,302
Unbilled 3,099 2,310
35,144 27,612
Allowance for doubtful accounts ( 3,488) { 6,538)
Net 31,656 21,074
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

“ ACCOUNTS RECEIVABLE (continued)

December 31, December 31,
2000 2001
USD USD

Allowance for doubtful accounts:
Balance at beginning of year 500 3,488
Additions 2,988 3,050
Balance at end of year 3,488 6,538

Unbilled receivable of USD3,099 and USD2,310 in 2000 and 2001, respectively, represented
recognized sales value of performance relating to e-business solutions services and these amounts had
not been billed and were not billable to the customers at the date of the balance sheet. The balances will
be billed upon the fulfillment of certain conditions agreed between the parties.

AVAILABLE-FOR-SALE DEBT SECURITIES

December 31, December 31,

2000 2001
USD USDh
Debt obligations issued by corporations and
federally supervised private companies:
Amortized cost 390,384 487,606
Gross unrealized gain/(loss) ‘ 562 ( 5,666)
Estimated fair value . 390,946 481,940
Restricted debt securities pledged for bank facilities (148,622) ( 134,960)
Non-restricted 242,324 346,980
Non-restricted available-for-sale debt securities consist of:
Current ‘ 242,324 329,952
Non-current - 17,028
242,324 346,980
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

" AVAILABLE-FOR-SALE DEBT SECURITIES (continued)

All debt securities held by the Company have maturity terms ranging from three to over ten
years. At December 31, 2001, all the debt securities were carried at market value and unrealized gains
and losses at December 31, 2001 were reported in other comprehensive income.

Included in debt securities owned as of December 31, 2001 were corporate debt securities with
a market value of USD134,960 which were segregated and secured in accordance with the Global
Master Repurchase Agreement detailed in note 13.
DUE FROM/(TO) RELATED COMPANIES

The amounts due from related companies, China Internet Corporation Limited and its
subsidiaries as of December 31, 2000, were unsecured and interest-free. The amounts due were fully

repaid in 2001.

The amounts due to related companies as of December 31, 2000 and 2001, were unsecured and
interest-free.

PROPERTY, PLANT AND EQUIPMENT

December 31, December 31,
2000 2001
USD USD
Freehold land - 1,262
Buildings - » 1,262
Leasehold improvements 4,176 3,306
Furniture and fixtures 2,522 2,385
Office equipment 2,173 2,031
Computer equipment 33,116 33,297
Motor vehicles 422 478
42,409 44,021

Less: Accumulated depreciation (12,259) (22,733)
30,150 21,288
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Amounts in thousands, except number of shares, number of options and per share data)

" GOODWILL
December 31,
2000
USD
Balance at beginning of the year 23,239
Additions during the year 95,243

Less: Disposals during the year ( 1,485)

Less: Impairment of goodwill ( 43,160)
73,837

Less: Accumulated amortization { 33,632)
40,205

December 31,
2001
USD

73,837
20,966
( 7,841)
(37,923)
49,039
(42,609)

6,430

The goodwill represents the excess consideration paid for the purchase of subsidiaries over the
fair values of the net assets acquired on the date of acquisition adjusted for contingent consideration

paid, if any.
INTANGIBLE ASSETS
December 31,
2000
USD

Trademarks, service marks and URLs
Less: Accumulated amortization

December 31,
2001
uUSD

17,092

17,092

Computer software purchased at a cost of USD3,700 was expensed as an impairment in 2001 |
when it was determined that the carrying value of the software may not be recoverable.

AVAILABLE-FOR-SALE EQUITY SECURITIES

December 31,

2000

USD

Cost 55,788

Impairment of equity securities

included in earnings (44,929)
Gross unrealized gain/(loss) (491
Market value 10,368
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except number of shares, number of options and per share data)

* CREDIT ARRANGEMENTS

Under line of credit arrangements with seven banks, including the Global Master Repurchase
Agreement (the “Agreement”) as described below, the Company may borrow up to USD321,032 on
such terms as the Company and the banks mutually agree upon. Except for bank loans of USD116,951
due in 2002 and USD1,504 due in 2003 through 2011, these arrangements do not have termination dates
but are reviewed annually for renewal. At December 31, 2001, the unused portion of the credit lines
was USD202,577.

The Company has entered into the Agreement with a bank pursuant to which the Company sold
certain debt securities to the bank at a discounted price (the “Purchase Price’”) and the bank agreed to
sell back to the Company at the Purchase Price at a later date (the “Repurchase Date”). Either party
with a net exposure from the transaction arising from the fluctuations in the market value of the
securities or other means may request the other party to make a cash or acceptable debt securities
transfer at least equal to that net exposure. During the period between the date that the Company sold
the debt securities to the bank (the “Purchase Date™) and the Repurchase Date, the bank shall pay to the
Company any income in respect of the debt securities and the Company shall pay to the bank an interest
calculated at the Purchase Price at LIBOR plus 0.23% per annum and the number of days between the
Purchase Date and the Repurchase Date. At December 31, 2001, the repurchase transactions entered
into only allowed the buyer to request the seller to make a cash or acceptable debt securities transfer at
least equal to the net exposure.

In connection with these credit lines, the Company maintained compensating balances of
USD1,274 in cash, and pledged debt securities and land and buildings with a net book value at
December 31, 2001 of USD134,960 and USD2,524, respectively.

The weighted average interest rates on short-term borrowings as of December 31, 2000 and
2001 were 5.1% and 2.2%, respectively.

LONG-TERM BANK LOANS
Long-term bank loans consisted of the following at December 31, 2001:
USD
LIBOR + 1.75% mortgage loan through 2011 818
4.1% mortgage loan through 2011 817
1,635
Less: Current portion (131)
1,504

The above mortgage loans will be repaid by installments with the last payment due in 2011. Freehold
land and buildings with a carrying amount at December 31, 2001 of USD2,524 are pledged as collateral
to secure these loans. The weighted average interest rate on long-term bank loans as of December 31,
2001 was 4.1%. :
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(Amounts in thousands, except number of shares, number of options and per share data)

" PROMISSORY NOTES

These represented promissory notes issued as consideration for the acquisition of certain
subsidiaries and were subject to an interest rate of 6% per annum. All promissory notes were paid

during the year.

ACCUMULATED OTHER COMPREHENSIVE INCOME

The components of other comprehensive income are as follows:

Unrealized
appreciation
of available-

for-sale
securities
USD

Balance at December 31, 1998 1,891

Unrealized gains of )

available-for-sale securities 2,236
Foreign currency translation adjustments -
Less: reclassification adjustment for gains

included in net income (1,891
Balance at December 31, 1999 2,236

Unrealized loss, net of unrealized
gain of available-for-sale securities (44,858)

Other-than-temporary impairment of available-

for-sale securities 44,929
Foreign currency translation adjustments -
Less: reclassification adjustment for gains,

net of losses included in net income (2,236)
Balance at December 31, 2000 71
Unrealized loss, net of unrealized gain of

available-for-sale securities (9,956)
Other-than-temporary impairment of available-
for-sale securities 4,216

Minority interests’ share of unrealized loss,
net of unrealized gains of available-
for-sale securities 337
Foreign currency translation adjustments -
Less: reclassification adjustment for gains,

net of losses included in net income (. 7H
Balance at December 31, 2001 (5,403
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currency
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adjustments
USD

Accumulated
other
comprehensive
income

USD

1,891

2,236

( 33
(1,891

2,203

(44,858)

44,929
( 804)

(. 2,236)

( 766)

(9,956)

4,216
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. SUPPLEMENTARY OPERATIONS STATEMENT INFORMATION

Year ended Year ended Year ended
December 31, December 31, December 31,
1999 2000 2001
USD USD USD

The Company incurred the following expenses:
Rental expenses | 1,279 6,974 8,100
Advertising expenses ‘ 6,561 19,647 9,110
Defined contribution retirement plans expenses - 58 475

RELATED PARTY TRANSACTIONS

The Company had the following transactions with related parties during the year:

(a) 24/7 Real Media, Inc.

Pursuant to the License and Software Agreement (the “Agreement”) entered into by the
Company and 24/7 Real Media, Inc. (“24/7), which was a shareholder of the Company as of December
31, 2000 and 2001, on October 23, 1998, 24/7 granted to the Company a non-exclusive license to use
certain 24/7 software products to serve advertisements on the Internet and an exclusive license to use the
“24/7 Media” trademark in the Asian market.
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(Amounts in thousands, except number of shares, number of options and per share data)

" RELATED PARTY TRANSACTIONS (continued)

(a) 24/7 Real Media, Inc. (continued)

Under the terms of the agreement with 24/7, the Company is obligated to pay to 24/7 10% of
the Company’s net revenues generated from advertisements on the Company’s advertising network.
Net revenue includes all revenue generated from advertising sales, net of commissions retained or paid
to advertising agencies, and service fees paid to advertising affiliates or the Company’s Web sites.
Services fees paid to the Company’s Web sites, exclusive of the Company’s www.cww.com portal, is set
at 70% of advertising sales while service fees to the advertising affiliates, including the Company’s
www.cww.com portal, range from 30% to 50% of advertising sales. During the year ended December
31, 2000 and December 31, 2001, payments made under the Agreement amounted to US$641 and
US$800, respectively.

Where U.S. based advertisements are sold on the Company’s advertising network by 24/7, 24/7
is obligated to pay 70% of the sales revenue, net of commissions retained or paid to advertising
agencies, to the Company. 24/7 serves as the Company’s exclusive agent for the sale of U.S. based
advertisements on the Company’s advertising network.

Where Asian-based advertisements are sold on 24/7 U.S. network of advertising affiliates, the
Company will pay 70% of such sales revenue, net of commissions retained or paid to advertising
agencies, to 24/7 Media. The Company serves as 24/7 Media Asia’s exclusive agent for the sale of
Asian-based advertisements on 24/7 U.S. network of advertising affiliates.

In October 2000, the Company sold 19.9% of its shares in 24/7 Media Asia Limited, a then
wholly-owned subsidiary, to 24/7 in exchange for 2,500,000 shares of common stock of 24/7 valued at
USD4.3125 per share, resulting in a net gain of USD10,417.

In June 2001, the Company demanded the repayment of a portion of loans that the Company
had extended to 24/7 Media Asia Limited. In January 2002, 24/7 Media Asia Limited conducted a
rights issue whereby it issued and allotted additional equity shares to the Company as a means to settle
the loan demand. 24/7 chose not to participate in this rights issue and therefore, its interest in 24/7
Media Asia Limited was effectively diluted. The Company’s interest in 24/7 Media Asia Limited
increased to approximately 98% while 24/7’s interest declined to under 2%.
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" RELATED PARTY TRANSACTIONS (continued)

®) Equity investees

The Company derived e-business Solutions revenues from the following equity investees of the
Company: ' ’

Year ended Year ended Year ended

December 31, December 31, December 31,

1999 2000 2001

USDh USD usDh

The Bigstore Asia.com Limited 125 250 -

LJ Digital Inc. - 802 -
Sportasia Media Limited - 859 60

125 1911 60

In November 2001, the Company acquired the Uniform Resource Locator (the “URL”) of
“www.sportasia.com” from Sportasia Media Limited for a consideration of USD39.

(c) CIC

In 1999, the Company received USD750 from CIC in exchange for services provided by the
Company in connection with the formation and the development of China Internet Research Foundation.

In June 1999, the Company entered into a Support Services Agreement with CIC, which has
certain common directors and shareholders with the Company, under which the Company agreed to
provide CIC with the services required for operating the local America Online, Inc. (“AOL”) Hong
Kong online services for a fee equal to the cost of providing such services to CIC plus 10% and
operating the local Netscape guide and search development services. For the year ended December 31,
1999, the Company derived a total revenue of USD2,750 from CIC.

In April 2000, the Company signed an Amended and Restated Support Services Agreement
with CIC which increased the markup of the provision of e-business solutions and advertising services,
while the markup of the provision of personal services remained at 10%. For the year ended December
31, 2000, the Company derived a total revenue of USD19,880 from CIC.

Since January 1, 2001, the Company did not recognize any revenue incurred from the provision
of e-business solutions and advertising services in connection with the Amended and Restated Support
Services Agreement due to the uncertainty of the collectibility of the receivable from CIC. USD5,425
incurred in connection with the provision of these services was recorded under selling, general and
administrative expenses in 2001. In September 2001, the Company agreed to CIC’s request to waive
the legal rights with respect to up to USD7,730 owed to the Company from CIC.
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" RELATED PARTY TRANSACTIONS (continued)

©) CIC (continued)

In October 2001, the Company entered into an Asset Purchase Agreement with CIC to acquire
the URLs of “www.china.com”, “www.hongkong.com™ and “www.taiwan.com”, and all intellectual
property and other proprietary rights in connection with the URLSs for a cash consideration of
USD16,800. The purchase price of the URLs was determined by reference to valuations performed by

independent appraisers and negotiation with CIC.

(d) Golden Tripod Limited

For the years ended December 31, 1999, 2000 and 2001, the Company paid management fees of
USD285, USD439 and USD261, respectively, to a shareholder, Golden Tripod Limited, for the
provision of general management services to the Company.

(e) Asia Pacific Online Limited

For the years ended December 31, 2000 and December 31, 2001, the Company reimbursed
USD120 per year, to Asia Pacific Online Limited, a shareholder of the Company that has common
directors with the Company, for expenses incurred for the provision of general management services to
the Company.

H New World Infrastructure

In October 2000, the Company entered into an agreement to acquire a majority interest in
Wealth Corporation Ltd., a company that indirectly owned www.chinaholiday.com, a PRC travel b2b
portal, from its shareholders. The selling shareholders included New World Infrastructure, a
shareholder of the Company, who received 99,180 of the Company’s Class A common shares as
consideration for its shares.

(2 AOL Time Warner Inc.

During 2001, the Company paid advertising fees totaling USD3,500 to AOL Time Warner Inc.,
a shareholder of the Company, for the provision of Internet advertising services to the Company. In
addition, the Company purchased computer software of USD3,700 from PurchasePro.com, Inc., a
strategic alliance with AOL Time Warner Inc.

INCOME TAXES

Under the current laws of the Cayman Islands, the Company and its subsidiaries are not subject
to tax on income or capital gains, and no Cayman Islands withholding tax is imposed upon payments of
dividends by the Company to its shareholders.

The subsidiaries in all geographical regions are governed by the respective local income tax

laws with statutory tax rates ranging from 0% to 35%. No deferred tax expenses for operations in all
geographical locations were recognized in any periods.
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" INCOME TAXES (continued)

Pretax income/(loss) from continuing operations for the years ended December 31, 1999, 2000

and 2001 was taxed in the following jurisdictions:

Year ended
December 31,
1999

USD

Pre-tax profit/(loss):
United States (“US”) ( 31D
Non-US (_18,404)

(_18,715)

Year ended
December 31,
2000

USD

( 1,746)
(_57,969)

(_59,715)

Year ended
December 31,
2001

USD

( 3,932)
(124,102)

(128,034)

Significant components of the provision for income taxes attributable to continuing operations

are as follows:

Year ended
December 31,
1999
USD

Allocated to net income

Current:

US - -
Non-US -

Total current

Deferred:
US
Non-US

Total deferred

|1l
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2000

USD
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)
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" INCOME TAXES (continued)

Deferred tax liabilities and assets are comprised of the following:

December 31, December 31,
2000 2001
USD USD
Deferred tax liabilities: _
Accelerated depreciation allowances ( 1,209) ( 686)
Deferred tax assets:
Net operating loss carryforwards (net of USD2,119
expired or disposed of during the year) 20,672 34,893
Others 794 3,979
Total deferred tax assets 21,466 38,872
Valuation allowance for deferred tax assets (20,257) (38,186)
Net deferred tax assets 1,209 686

Net deferred tax liabilities -

H.

The reconciliation of income taxes computed at the statutory tax rates to the effective income
tax provision recorded is as follows:

Year ended Year ended Year ended

December 31, December 31, December 31,

1999 2000 2001

USD USD USD

Income tax benefit computed at the

respective statutory rates ( 4,917 (10,979) (18,700)

Non-deductible items : 1,704 1,157 2,391
Non-taxable items - - { 3,922) ( 3,378)

Benefit from operating losses not recorded 3,213 14,384 20,048

Total income taxes - 640 361

Due to its history of losses, the Company does not believe that sufficient objective, positive
evidence currently exists to conclude that the recoverability of its net deferred tax assets is more likely
than not. Consequently, the Company has provided a valuation allowance covering 100% of its net
deferred tax assets.

At December 31, 2001, the Company had net operating loss carryforwards of approximately
USD 144,400 for income tax purposes that expire in years 2002 to indefinite.
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" BASIC AND DILUTED LOSS PER SHARE

The following table sets forth the computation of basic and diluted loss per share:

Year ended

December 31,

2001

USD

"Numerator for basic and diluted loss per share:

Loss attributable to common shareholders (124,385)

Number

Denominator for basic and diluted loss per share:
Weighted average number of shares after adjusting for the Share Split 102,589,760
USD

Basic and diluted loss per share ( 1.21)

The computation of diluted loss per share did not assume the conversion of the stock options
and the warrants of the Company during the year because their inclusion would have been antidilutive.

FINANCIAL INSTRUMENTS

The carrying amount of the Company’s cash and cash equivalents approximates their fair values
because of the short maturity of those instruments. The carrying value of receivables, payables and
short-term debt approximates their market values based on their short-term maturities. The total fair
values of the equity securities in listed companies as of December 31, 2000 and 2001 were USD10,368
and USD?2,064, respectively based on the market values of publicly traded shares as of December 31,
2000 and 2001. The total fair values of the debt securities as of December 31, 2000 and 2001 were
USD390,946 and USD481,940, respectively based on the market values of publicly traded debt
securities as of December 31, 2000 and 2001. The fair value of related party recelvable and payable
cannot be determined due to the related party nature of the accounts.

CONCENTRATION OF RISKS
Concentration of credit risk:

The Company is engaged in the provision of e-business solutions, including Web site
development, hosting and maintenance, advertising and sale of IT products to businesses in Hong Kong,
Australia, Japan, Korea, the People’s Republic of China (the “PRC”), Singapore, the Republic of China,

the United Kingdom and the United States. The Company generally does not require collateral for
accounts receivable.
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" CONCENTRATION OF RISKS (continued)

Concentration of credit risk: (continued)

The Company maintains cash and cash equivalents with various financial institutions in Hong
Kong, Australia, Japan, Korea, the PRC, Singapore, the Republic of China, the United Kingdom and the
United States. The Company’s policy is designed to limit exposure to any one institution. The
Company performs periodic evaluations of the relative credit standing of those financial institutions that
are considered in the Company’s investment strategy.

Concentration of business risk:

Revenue has been derived from a number of clients that use the Company’s services. The top
10 customers accounted for 38%, 30% and 9% of the revenue for the years ended December 31, 1999,
2000 and 2001, respectively. 17%, 16% and nil of the revenue were attributable to CIC for the years
ended December 31, 1999, 2000 and 2001, respectively.

Current vulnerability due to certain concentrations:

The Company’s operations may be adversely affected by significant political, economic and
social uncertainties in the PRC. Although the PRC government has been pursuing economic reform
policies for the past 19 years, no assurance can be given that the PRC government will continue to
pursue such policies or that such policies may not be significantly altered, especially in the event of a
change in leadership, social or political disruption or unforeseen circumstances affecting the PRC’s
political, economic and social conditions. There is also no guarantee that the PRC government’s pursuit
of economic reforms will be consistent or effective.

The PRC has recently enacted new laws and regulations governing Internet access and the
provision of online business, economic and financial information. Current or proposed laws aimed at
limiting the use of online services to transmit certain materials could, depending upon their
interpretation and application, result in significant potential liability to the Company, as well as
additional costs and technological challenges in order to comply with any statutory or regulatory
requirements imposed by such legislation. Additional legislation and regulations that may be enacted
by the PRC government could have an adverse effect on the Company’s business, financial condition
and results of operations.

Some of the Company’s business is transacted in Renminbi (“RMB’"), which is not freely
convertible into foreign currencies. On January 1, 1994, the PRC government abolished the dual rate
system and introduced a single rate of exchange as quoted daily by the People’s Bank of China.
However, the unification of the exchange rates does not imply the convertibility of RMB into United
States dollars or other foreign currencies. All foreign exchange transactions continue to take place
either through the Bank of China or other banks authorized to buy and sell foreign currencies at the
exchange rates quoted by the Bank of China. Approval of foreign currency payments by the Bank of
China or other institutions requires submitting a payment application form together with suppliers’
invoices, shipping documents and signed contracts.
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" SHARE CAPITAL

Pursuant to the Articles of Association of the Company, each Class A common share is entitled
to one vote on all matters upon which the Class A common share is entitled to vote. The Board of
Directors has the authority, without further action by the shareholders, to issue up to five million
preferred shares in one or more series and to fix the designations, powers preference, privileges and
relative participatory, optional or special rights and the qualifications, limitation or restrictions thereof,
including dividend rights, conversion rights, voting rights, terms of redemption and liquidation
preferences, any or all of which may be greater than the rights of common shares. No preferred shares
have been issued.

In connection with the acquisition of 49% equity interest in Web Connection on February 3,
1999, 1,349,332 Class A common shares were issued and valued at USD9,100 based on the fair value of
the Company.

During the year ended December 31, 1999, 628,316 Class A common shares were issued at
prices ranging from USD3.25 to USD17.18 per share for the acquisitions of its subsidiaries and joint
ventures and 25,648 Class A common shares were issued at a price of USD29.42 per share for
subscription of equity investments.

On April 30, 1999, the Company agreed to issue 800,000 Class A common shares of the
Company at USD4.25 per share to LibertyOne and its equity investees in exchange for USD1,900 in
cash and 2,185,315 shares of LibertyOne valued at USD1,500 based on the closing price of LibertyOne
shares on the Australian All Ordinaries exchange on April 30, 1999.

On May 12, 1999, an employee of the Company was granted 6,460 Class A common shares of
the Company. The aggregate fair value of these 6,460 shares was estimated at approximately USD27 at
the date of grant based on the private sale on April 30, 1999 of 800,000 shares at USD4.25 per share to
LibertyOne. Accordingly, a stock compensation expense of approximately USD27 was charged to the
statement of operations of the Company for the year ended December 31, 1999.

On May 28, 1999, the Company agreed to issue 1,800,000 Class A common shares of the
Company at the initial public offering (IPO) price of USDS5 per share to 24/7, for USD9,000 in cash.

On May 30, 1999, the Company agreed to issue 200,000 Class A common shares of the
Company at the IPO price of USDS5 per share to Modern Links Limited, a wholly-owned subsidiary of
New World Infrastructure, for USD1,000 in cash.

On June 8, 1999, the Company agreed to issue 6,795,200 Class A common shares at the IPO
price of USDS per share to AOL for USD33,976 in cash.

On June 28, 1999, the Company agreed to issue 2,000,000 Class A common shares of the
Company at the IPO price of USDS5 per share to New World Cyberbase Limited for USD10,000 in cash.

On July 12, 1999, the Company completed its IPO of 16,800,000 Class A common shares at an
IPO price of USDS per share of the Company. In July 1999, the underwriters exercised their over-
allotment options and purchased 2,520,000 shares at the IPO price of USDS. The total net proceeds
from the IPO to the Company were approximately USD85,590.
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" SHARE CAPITAL (continued)

On January 20, 2000, the Company completed its secondary offering of 6,975,000 Class A
common shares at an offering price of USD42.5 per share. In January 2000, the underwriters exercised
their over-allotment options and purchased an additional 651,000 shares at the offering price of
USDA42.5 per share. The net proceeds from the secondary offering to the Company were approximately
USD303,844.

On July 26, 2000, Lehman Brothers Inc. fully exercised its warrants to purchase 800,000 Class
A common shares at an exercise price of USDS5 per share of the Company.

During the year ended December 31, 2000, 1,525,757 Class A common shares were issued at
prices ranging from USD1.25 to USD11.9688 from the exercise of stock options granted to employees.
In addition, 1,854,515 Class A common shares were issued at prices ranging from USDS to
USD64.6811 per share for the acquisitions of its subsidiaries and for the settlement of the contingent
considerations relating to certain prior year acquisitions.

During the year ended December 31, 2000, 22,484 Class A common shares were issued at a
price of USDS53.25 per share for the acquisition of equity investees, 1,504,438 Class A common shares
were issued at prices ranging from USD15.625 to USD40.5 per share for the acquisition of available-
for-sale equity securities and cost investments, 495,900 Class A common shares were issued at
USD13.7124 as a prepayment for the acquisition of a subsidiary, 486,529 Class A common shares were
issued at prices from 15.3253 to 17.9375 as the settlement of promissory notes and 20,685 Class A

~common shares were issued at prices ranging from USD17.10 to USD56.00 as the settlement of other

payables.

During the year ended December 31, 2000, 117,599 Class A common shares were issued
pursuant to the agreement for the acquisition of the Web Connection at prices ranging from USD7.25 to
USD17.625 per share to an employee. Accordingly, a stock compensation expense of approximately
USD1,974 was charged to the statement of operations of the Company for the year ended December 31,
2000.

During the year ended December 31, 2001, 91,426 Class A common shares were issued at
prices ranging from USD1.75 to USD6.8125 per share from the exercise of stock options granted to
employees.

During the year ended December 31, 2001, 521,589 Class A common shares were issued at a
price of USDS5.8125 per share as settlement of promissory notes and 273,198 Class A common shares
were issued at a price of USD16.3516 per share as settlement of other payables. In addition, 23,084
Class A common shares were redeemed and retired at a price of USD2.35 per share arising from the
disposal of an equity investee. The redemption premium was deducted from the additional paid-in
capital.
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* STOCK-BASED COMPENSATION AND WARRANTS

(a) Stock options

The Company applies APB 25 in accounting for stock options granted to employees.
Accordingly, the compensation expense is recorded for the difference between the fair value of shares at

date of grant and the option price.

Pursuant to the 1999 Stock Option Plan (the “Plan”), options may be granted to employees of
and consultants and advisors to the Company and its subsidiaries for the purchase of up to an aggregate
of 12 million Class A common shares. During 2000, an additional 8 million Class A common shares

. options were made available, which increased the options available for grant to employees of and

consultants and advisors to the Company and its subsidiaries for the purchase of Class A common
shares ta 20 million. The Plan is administered by a committee of the Board of Directors, which will
determine, in its discretion, the number of shares subject to each option granted and the related purchase
price and option period. Incentive stock options, as defined by the U.S. Internal Revenue Code of 1986,
as amended, and non-qualified stock options may be granted under the Plan.

A summary of the Company’s stock option activity, and related information for the years ended

December 31, is as follows:

2000 2001

Weighted- Weighted-
average average
Available Options  exercise  Available Options exercise
for grant outstanding - price for grant outstanding price
(Number) (Number) USD  (Number) (Number) USD

Outstanding at the
beginning of the year 1,950,970 12,230,472 6.83 4,726,108 16,429,577 11.36
Additional shares reserved 8,500,000 - - - - -
Granted (8,678,740) 8,678,740 17.55 (5,740,965) 5,740,965 2.88
Forfeited 2,953,878 ( 2,953,878) 14.88 8,013,125 (8,013,125) 13.63
Exercised - (1,525.757) 3.45 - ( 91,426) 3.05
Outstanding at the end of the year _ 4,726,108 16,429,577 11.36 6,998,268 14,065,991 6.66

Exercisable at the end of the year 2,826,936

Weighted-average fair value of
options granted during the year 15.55
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STOCK-BASED COMPENSATION AND WARRANTS (éontinued)

(a) Stock options (continued)

The Company’s stock options are exercisable at exercise prices ranging between USD1.95 to
USD73.4375 per share (inclusive).

The following table summarizes information concerning outstanding and exercisable options at
December 31, 2001.

Options outstanding _Options exercisable

Weighted Weighted Weighted

average average average

remaining exercise exercise

Exercise Numbers contractual price Numbers price
price range outstanding life (in years) per share exercisable per share
USD USD USD
$1.95-2.7 3,387,152 9.53 2.40 442,211 244
$2.71-3.375 4,103,336 7.90 3.26 2,271,849 3.35
$3.41-5 2,547,082 7.86 4.80 1,917,151 4.88
$5.0625-9.62 2,020,068 8.68 7.15 731,975 7.30
$10.0625-19.5469 1,363,890 8.21 14.72 555,391 14.56
$20.0625-29.9219 238,603 8.20 26.88 101,970 27.12
$30.2625-39.5 107,900 8.06 ~ 36.59 44,802 36.61
$40.5-48.405 125,580 8.11 44.26 54,064 44.34
$50.7188-58.5625 137,100 823 52.76 43,141 53.21
$60.75-73.4375 35,280 8.16 65.56 14,657 65.71

14,065,991 6,177,211

Pursuant to resolutions adopted by the Board of Directors in December 2000, the vesting of
certain of the Company’s options were accelerated such that vesting would be changed from an annual
basis to a quarterly basis upon the lapse of twelve months from the date of grant. Based on the
historical and expected employee tumover and the expected market price of the Class A common shares,
the Company estimated that the number of options the employees will ultimately retain that would have
been otherwise forfeited was minimal for the year ended December 31, 2001.
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STOCK-BASED COMPENSATION AND WARRANTS (continued)

(a) Stock options (continued)

The Company applies APB 25 in accounting for stock options granted to employees.
Accordingly, the compensation expense is recorded for the difference between the fair value of shares at
date of grant and the option price. For the year ended December 31, 1999, a total stock compensation
expense of USD1,501 was recognized in the financial statements. For the purpose of determining the
fair value of the options under SFAS 123, the Company used the Black Scholes model with the
following weighted-average assumptions for 2000, 2001, 2002, 2003, respectively: United States risk-
free interest rate of 5.53%, 5.76%, 5.86% and 6.03%, a weighted average expected option life of 5 years,
and assuming no dividends. As permitted under the provisions of SFAS 123, and based on the historical
lack of a public market for the Company, no volatility was reflected in the option pricing calculation for
options granted prior to the Company’s initial filing with the Securities and Exchange Commission in
connection with its IPO in July 1999. For option grants subsequent to the Company’s IPO, assumed
volatility factors of the expected market price of the Company’s common stock ranged from 38% to
65% and the expected life of options was three years.

For the year ended December 31, 2000, a total stock compensation expense of USD5,083 was
recognized in the financial statements. For the purpose of determining the fair value of the options
under SFAS 123, the Company used the Black-Scholes model based on the United States risk-free
interest rate ranging from 5.17% to 6.69%, a weighted average expected option life of 2 years, assuming
volatility factors of the expected price of the Company’s common stock ranging from 38% to 167% and
no dividends.

For the year ended December 31, 2001, a total stock compensation expense of USD2,552 was
recognized in the financial statements. For the purpose of determining the fair value of the options
under SFAS 123, the Company used the Black-Scholes model based on the United States risk-free
interest rate ranging from 3.91% to 6.69%, a weighted average expected option life of 5 years, assuming
volatility factors of the expected price of the Company’s common stock ranging from 123% to 167%
and no dividends. Had the Company determined compensation cost based on the fair value at the grant
date for its stock options under SFAS 123, the Company’s net income would have been reduced as
indicated below:

Year ended Year ended Year ended
December 31, December 31, December 31,
1999 2000 2001
USD USDh USD
Net loss:,

As reported ( 18,717) ( 59,802) (124,385)
~ Pro forma ( 24,190) (102,243) (152,783)

Net loss per share:
As reported ( 0.26) ( 0.61) ( 1.21)
Pro forma ( 0.34) ( 1.04) ( 1.49)

On August 3, 1999, the former shareholders of Pacific Connections Limited were granted an
option to purchase 240,000 Class A common shares of the Company at an exercise price of USD9 per
share. The option grant resulted in an additional purchase consideration of USD1,379.
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“STOCK-BASED COMPENSATION AND WARRANTS (continued)

(a) Stock options (continued)

On February 20, 1999, an employee was granted an option to purchase 40,000 Class A common
shares of the Company with an exercise price equal to the USD2.75 per share if certain revenue targets
for the year ended December 31, 2000 were met and an option to purchase additional 40,000 Class A
common shares of the Company with an exercise price equal to the USD3.75 per share if certain
revenue targets for the year ended December 31, 2001 were met. These options were forfeited upon the
resignation of the employee in June 2001.

During 2000, 104,469 of the Company’s options with exercise prices ranging from USD2.21 to
USD?28.58 per share were issued in connection with the acquisition of investments in DAE and XT3.

In 2001, 95,369 options were settled by USD1,383 discretionary cash settlements to the
shareholder.

(b) 2000 and 2001 Employee Share Purchase Plan

During each of 2000 and 2001, the Company established and implemented an employee share
purchase plan, which was qualified as a non-compensatory plan under Section 423 of the Internal
Revenue Code. The plan allows qualified employees to purchase the Company’s Class A common
shares during the relevant six-month plan period. Qualifying employees are allowed to purchase up to
500 Class A common shares for each plan period. The maximum number of Class A common shares,
par value US$0.00025 per share, issuable under the plan is 500,000, and a maximum of 100,000 shares
will be available for issuance for each plan period.

©) Warrants

In connection with the private placement of 6,795,200 Class A common shares issued to AOL
on June 8, 1999, warrants were granted to AOL to purchase, subject to certain conditions, up to 18.5%
and 6.5% of the Company’s total outstanding capital at an exercise price of USD5.00 per share and
USD42.50 per share, respectively. The first and the second of these warrants became exercisable in
October 2000 and in July 2001, respectively. Both warrants will expire in July 2003. At December 31,
2001, these warrants were not exercised. '

On June 22, 1999, 800,000 warrants were granted to Lehman Brothers Inc., the private
placement agent of the Company, as compensation for private placements completed from April to June
1999. On July 26, 2000, these warrants were fully exercised at an exercise price of USDS per share.

In May 2000, GE Capital Equity Investments Ltd., (“GE”), was granted a warrant under which
GE will be entitled to purchase a number of Class A common shares determined according to the
Company’s revenue from services provided to affiliates of General Electric Capital Corporation during
2000 and 2001. The warrants are exercisable during the period between January 5, 2002 and January 4,
2003 at an exercise price of USD39.5 per share. As of December 31, 2001, no warrant was exercised.

All warrants may not be sold, transferred, assigned, or hypothecated to any person, other than to
any limited partnership with the same general partner, or to any company that directly, or indirectly,
controls or is controlled by or is under common control with the holder of the warrants, without the
prior consent of the Company.
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" CONTINGENCIES AND COMMITMENTS

Operating lease commitments

As of December 31, 2001, the Company had future minimum office rental and telephone line
lease payments under non-cancelable operating leases as follows:

Year ended December 31: ' USD
2002 3,206
2003 - , 1,036
2004 378
2005 59

4,679

As of December 31, 2001, the Company had future commitments to purchase additional
shareholdings in seven subsidiaries for an aggregate of USD4,736 and additional consideration based on
the future revenues, gross margins and/or operating results of the subsidiaries. The commitments shall
be settled by cash and/or shares of the Company.

As of December 31, 2001, the Company had an outstanding commitment under an agreement to
acquire unlisted securities of USD2,800.

Class Action Lawsuit

A class action lawsuit was filed in the United States District Court, Southern District of New
York on behalf of purchasers of the securities of chinadotcom, between July 12, 1999 and December 6,
2000, both dates inclusive. The complaint charges defendants chinadotcom, Lehman Brothers, Inc.
(“Lehman Brothers”), Bear, Stearns & Co., Inc. (“Bear Stearns”), BancBoston Robertson Stephens
(“Robertson Stephens™), Merrill Lynch, Pierce Fenner & Smith Inc. (“Merrill Lynch™), Raymond
Ch’ien, Peter Yip, Zhou Shun Ao, and David Kim with violations of Sections 11, 12(a) (2) and 15 of the
Securities Act of 1933 and Section 10(b) of the Securities Exchange Act of 1934 and Rule 10b-5
promulgated thereunder. On or about July 12, 1999, chinadotcom commenced an initial public offering
of 4.2 million of its shares of common stock at an offering price of USD20 per share (the “chinadotcom
IPO”). In connection therewith, chinadotcom filed a registration statement, which incorporated a
prospectus (the “Prospectus’), with the SEC. The complaint further alleges that the Prospectus was
materially false and misleading because it failed to disclose, among other things, that (i) the Underwriter
Defendants (Lehman Brothers, Bear Stearns, Robertson Stephens and Merrill Lynch) had solicited and

received excessive and undisclosed commissions from certain investors in exchange for which the

Underwriter Defendants allocated to those investors material portions of the restricted number of
chinadotcom shares issued in connection with the chinadotcom IPO; and (ii) the Underwriter
Defendants had entered into agreements with customers whereby the Underwriter Defendants agreed to
allocate chinadotcom shares to those customers in the chinadotcom IPO in exchange for which the
customers agreed to purchase additional chinadotcom shares in the aftermarket at pre-determined prices.

Management considers the outcome of any judgment on the lawsuit as quite uncertain and any
expenditure from the lawsuit is not estimable. Consequently, no provision has been made for any
expenses that might arise from the class action lawsuit.
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" SEGMENTAL INFORMATIONv

Description of Products and Services by Segment

The Company has three reportable segments: e-business Solutions services, advertising services
and sales of IT products. The Company’s e-business Solutions services mainly represent Web site
design, hosting and maintenance services and Internet strategy consultancy services for companies
seeking to utilize the Internet to facilitate their business processes online. The Company’s advertising
services involve the provision of online advertising through the sale of advertisements for the network
of Web sites, electronically delivering such advertisements and tracking the number of such
advertisements delivered, and offline advertising and marketing services. The Company’s sale of IT
products mainly represents the distribution of computer hardware and software products.

Measurement of Segment Profit or Loss and Segment Assets

The Company evaluates performance and allocates resources based on revenues and gross
margins from operations. Revenues and gross margins for the three reportable segments are reported
separately for internal purposes, but selling, general and administrative expenses, other operating
expenses, net loss and assets and liabilities are not reported separately for each segment because this
information is not produced internally. The accounting policies of the reportable segments are the same
as those described in the summary of significant accounting policies.

Factors Management Used to Identify the Enterprise’s Reportable Segments

The Company’s reportable segments are business units that offer different services. The
reportable segments are each managed separately. Revenue from segments in the other category is
mainly attributable to publishing and event organizing services. Neither of these segments has ever met
the quantitative thresholds for determining reportable segments.

Year ended Year ended Year ended
December 31, December 31, December 31,
1999 2000 2001
UsSDh USD USD

Revenues by segment
e-business Solutions 11,045 65,309 38,891
Advertising 7,593 46,437 26,106
Sale of IT products 289 5,938 4,580
Other income 1,306 3,555 5,958
20,233 121,239 75,535
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" SEGMENTAL INFORMATION (continued)

Geographic information is provided below:

Year ended Year ended Year ended
December 31, December 31, December 31,
1999 2000 2001
USD USD USD
Revenue:

Australia 152 6,453 5,396
Greater China 13,638 63,872 30,903
North Asia 5,634 31,163 ' 18,976
South Asia 809 9,071 11,418
United Kingdom - 2,247 2,911
United States - _ 8,433 5931
Total revenue . 20,233 121,239 75,535

Long-lived assets:
Australia 37 1,122 974
Greater China 25,520 65,871 22,494
North Asia 812 1,673 498
South Asia 566 1,032 855
United Kingdom - 206 2,633
United States 11 451 264
Total long-lived assets 26,946 70,355 27,718

SUBSEQUENT EVENTS (unaudited)

In January 2002, the Company entered into a new services agreement with APOL, a shareholder
of the Company that has common directors with the Company. Under this agreement, the Company
agrees to provide consideration to APOL which includes the following:

. an annual management fee of USD0.001;
. the reimbursement for expenses of up to USD270 annually;
. the grant of additional stock options to purchase up to 200,000 Class A common shares as of

January 1, 2002 with an exercise price of USD2.82 per share and a quarterly vesting schedule
over the one-year term of the new services agreement; and
. the right to accelerate existing share options upon a change of control of the Company.

F-39




This Amended and Restated Memorandum and Articles of Association has been conformed to reflect
changes adopted by shareholders through August 16, 2002

CAYMAN ISLANDS

The Companies Law (Revised) (Cap. 22)

Company Limited by Shares

AMENDED AND RESTATED MEMORANDUM OF ASSOCIATION
OF

chinadotcom corporation

(Adopted by special resolution passed on July 6, 2001 and amended by incorporating all
amendments up to and including July 6, 2001)

1. The name of the Company is chinadotcom corporation, the Chinese translation of which

is "PEEEEERAE"

2. *The Registered Office of the Company shall be at the offices of Offshore Incorporations
(Cayman) Limited, Soctia Centre, 4™ Floor, P.O. Box 2804, George Town, Grand
Cayman, Cayman Islands or at such other place in the Cayman Islands as the Board may
from time to time decide.

3. The objects for which the Company is established are unrestricted and shall include, but
without limitation, the following:

6)) To carry on business of internet content services, internet advertising services and
e-business solutions services, to carry on business as an investment holding
company and to acquire and hold media assets, shares, stocks, debenture stock,
bonds, mortgages, obligations and securities of any kind issued or guaranteed by
any company, corporation or undertaking of whatever nature and wherever
constituted or carrying on business, and shares, stock, debenture stock, bonds,
obligations and other securities issued or guaranteed by any government,
sovereign ruler, commissioners, trust, local authority or other public body, and to
vary, transpose, dispose of or otherwise deal with from time to time as may be
considered expedient any of the Company’s investments for the time being;

* as amended by board resolution passed on November 29, 2001




(i)

(iii)

22

To subscribe for, conditionally or unconditionally, to underwrite, issue on
commission or otherwise, take, hold, deal in and convert stocks, shares and
securities of all kinds and to enter into partnership or into any arrangement for
sharing profits, reciprocal concessions or cooperation with any person or
company and to promote and aid in promoting, to constitute, form or organize any
company, joint venture, syndicate or partnership of any kind, for the purpose of
acquiring and undertaking any property and liabilities of the Company or of
advancing, directly or indirectly, the objects of the Company or for any other
purpose which the Company may think expedient. '

To exercise and enforce all rights and powers conferred by or incidental to the
ownership of any shares, stock, obligations or other securities including without
prejudice to the generality of the foregoing all such powers of veto or control as
may be conferred by virtue of the holding by the Company of some special

_ proportion of the issued or nominal amount thereof, to providé managerial and

@v)

v)

(vi)

(vii)

(viii)

other executive, supervisory and consultant services for or in relation to any
company in which the Company is interested upon such terms as may be thought
fit.

To stand surety for or to guarantee, indemnify, support or secure the performance
of all or any of the obligations of any person, firm or company whether or not
related or affiliated to the Company in any manner and whether by personal
covenant or by mortgage, charge or lien upon the whole or any part of the
undertaking, property and assets of the Company, both present and future,
including its uncalled capital or by any such method and whether or not the
Company shall receive valuable consideration therefor.

To carry on the business of promoters and entrepreneurs and to carry on business
as financiers, capitalists, concessionaires, merchants, brokers, traders, dealers,
agents, importers and exporters and to undertake and carry on and execute all
kinds of investment, financial, commercial, mercantile, trading and other
operations.

To carry on whether as principals, agents or otherwise howsoever the business of
realtors, developers, consultants, estate agents or managers, builders, contractors,
engineers, manufacturers, dealers in or vendors of all types of property including
the provision of any services.

To purchase or otherwise acquire, to sell, exchange, surrender, lease, mortgage,
charge, convert, turn to account, dispose of and deal with real and personal
property and rights of all kinds and, in particular, mortgages, debentures, produce,
concessions, options, contracts, patents, annuities, licences, stocks, shares, bonds,
policies, book debts, business concerns, undertakings, claims, privileges and
choses in action of all kinds.

To engage in or carry on any other lawful trade, business or enterprise which may
at any time appear to the Directors of the Company capable of being conveniently
carried on in conjunction with any of the aforementioned businesses or activities
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or which may appear to the Directors of the Company likely to be profitable to
the Company.

In the interpretation of this Memorandum of Association in general and of this
Clause 3 in particular no object, business or power specified or mentioned shall
be limited or restricted by reference to or inference from any other object,
business or power, or the name of the Company, or by the juxtaposition of two or
more objects, businesses or powers and that, in the event of any ambiguity in this
Clause or elsewhere in this Memorandum of Association, the same shall be
resolved by such interpretation and construction as will widen and enlarge and
not restrict the objects, businesses and powers of and exercisable by the Company.

Except as prohibited or limited by the Companies Law (Revised) (Cap. 22), the Company
shall have full power and authority to carry out any object not prohibited by any law as
provided by Section 7(4) of the Companies Law (Revised) (Cap. 22) and shall have and
be capable of from time to time and at all times exercising any and all of the powers at
any time or from time to time exercisable by a natural person or body corporate,
irrespective of any question of corporate benefit, in doing in any part of the world
whether as principal, agent, contractor or otherwise whatever may be considered by it
necessary for the attainment of its objects and whatever else may be considered by it as
incidental or conducive thereto or consequential thereon, including, but without in any
way restricting the generality of the foregoing, the power to make any alterations or
amendments to this Memorandum of Association and the Articles of Association of the
Company considered necessary or convenient in the manner set out in the Articles of
Association of the Company, and the power to do any of the following acts or things, viz:
to pay all expenses of and incidental to the promotion, formation and incorporation of the
Company; to register the Company to do business in any other jurisdiction; to sell, lease
or dispose of any property of the Company; to draw, make, accept, endorse, discount,
execute and issue promissory notes, debentures, debenture stock, loans, loan stock, loan
notes, bonds, convertible bonds, bills of exchange, bills of lading, warrants and other
negotiable or transferable instruments; to lend money or other assets and to act as
guarantors; to borrow or raise money on the security of the undertaking or on all or any
of the assets of the Company including uncalled capital or without security; to invest
monies of the Company in such manner as the Directors determine; to promote other
companies; to sell the undertaking of the Company for cash or any other consideration; to
distribute assets in specie to members of the Company; to contract with persons for the
provision of advice, the management and custody of the Company’s assets, the listing of
the Company’s shares and its administration; to make charitable or benevolent donations;
to pay pensions or gratuities or provide other benefits in cash or kind to Directors,
officers, employees, past or present and their families; to purchase Directors and officers
liability insurance; to carry on any trade or business and generally to do all acts and
things which, in the opinion of the Company or the Directors, may be conveniently or
profitably or usefully acquired and dealt with, carried on, executed or done by the
Company in connection with the business aforesaid PROVIDED THAT the Company
shall only carry on the businesses for which a licence is required under the laws of the
Cayman Islands when so licensed under the terms of such laws.
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The liability of each member is limited to the amount from time to time unpaid on such
member’s shares.

The share capital of the Company is US$205,000 divided into 800,000,000 Class A
Common Shares of a nominal or par value of US$0.00025 each and 5,000,000 Preferred
Shares of a nominal or par value of US$0.001 each with power for the Company insofar
as is permitted by law, to redeem or purchase any of its shares and to increase or reduce
said capital subject to the provisions of the Companies Law (Revised) (Cap. 22) and the
Articles of Association and to issue any part of its capital, whether original, redeemed or
increased with or without any preference, priority or special privilege or subject to any
postponement of rights or to any conditions or restrictions and so that unless the
conditions of issue shall otherwise expressly declare every issue of shares whether
declared to be preference shares or otherwise shall be subject to the powers hereinbefore
contained.

If the Company is registered as exempted, its operations will be carried on subject to the
provisions of Section 193 of the Companies Law (Revised) (Cap. 22) and, subject to the
provisions of the Companies Law (Revised) (Cap. 22) and the Articles of Association, it
shall have the power to register by way of continuation as a body corporate limited by
shares under the laws of any jurisdiction outside the Cayman Islands and to be
deregistered in the Cayman Islands.




This Amended and Restated Memorandum and Articles of Association has been conformed to reflect
changes adopted by shareholders through August 16, 2002

CAYMAN ISLANDS

The Companies Law (Revised) (Cap. 22)

Company Limited by Shares

AMENDED AND RESTATED ARTICLES OF ASSOCIATION
OF

chinadotcom corporation

(Adopted by special resolution passed on August 16, 2002 and amended by incorporating all

amendments up to and including August 16, 2002)

TABLE A
1. The regulations contained in Table A in the First Schedule to the Companies Law shall
not apply to the Company.
INTERPRETATION
2. In these Articles, unless there be something in the subject or context inconsistent
therewith:
(a) *"address" shall include mailing addresses as well as electronic address, where
applicable;
b) - “these Articles" shall mean the present Articles of Association and all
supplementary, amended or substituted Articles for the time being in force;
(©) "Audit Committee” shall mean the audit committee established pursuant to
Article 198;
(d) "Auditors" shall mean the persons appointed by the Company from time to time
to perform the duties of auditors of the Company;
(e) "Board" shall mean the majority of the Directors present and voting at a meeting
of Directors at which a quorum is present;
() "capital" shall mean the share capital from time to time of the Company;
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"the Chairman" shall mean the Chairman presiding at any meeting of members or
of the Board,;

"CIC" shall mean China Internet Corporation Limited, a Bermuda Corporation;

"Common Shares" means the Class A Common Shares in the capital of the
Company of par value US$0.00025 each;

"the Company" or "this Company" shall mean chinadotcom corporation, the

Chinese translation of which is "tFEHELEEER/AT]";

"the Companies Law" or "the Law" shall mean the Companies Law (Revised)
(Cap. 22) of the Cayman Islands and any amendments thereto or re-enactments

- thereof for the time being in force and includes every other law incorporated

therewith or substituted therefor;
"Directors” shall mean the directors from time to time of the Company;

"dividend" shall include bonus dividends and distributions permitted by the Law
to be categorized as dividends;

"dollars" and "US$" shall mean dollars legally current in the United States;

*"electronic” shall have the meaning given to it in the Electronic Transactions
Law 2000 of the Cayman Islands and any amendment thereto or re-enactments
thereof for the time being in force and includes every other law incorporated
therewith or substituted therefor;

*"electronic communication" means electronic posting to the Company’s Internet
website, transmission to any number, address or internet website or other
electronic delivery methods as otherwise decided and approved by not less than
two-thirds of the vote of the Board,

*"Electronic Signature” means an electronic symbol or process attached to or
logically associated with an electronic communication and executed or adopted
by a person with the intent to sign the electronic communication;

"Exchange” shall mean the Nasdaq National Market operated by Nasdagq;

"Hong Kong" shall mean the Hong Kong Special Administrative Region of the
People's Republic of China and its dependencies;

"Independent Director” shall mean a director of the Company who is an
independent director as defined in Rule 4200 of the NASD Manual & Notices to
Members from time to time.;

"month" shall mean a calendar month;

"Nasdaq" shall mean The Nasdaq Stock Market, Inc.;
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"ordinary resolution” shall mean a resolution passed by a simple majority of the
votes of such members of the Company as, being entitled to do so, vote in person
or, where proxies are allowed, by proxy or, in the case of corporations, by their
duly authorized representatives, at a general meeting held in accordance with
these Articles and includes an ordinary resolution passed pursuant to Article 92;

"paid up" shall mean paid up and/or credited as paid up;

Preferred Share” shall mean a Preferred Share in the capital of the Company with
a nominal or par value of US$0.001 having designations, powers, preferences,
privileges and participating, optional or special rights, and the qualifications,
limitations or restrictions thereof, including, without limitations, dividend rights,
conversion rights, voting rights, terms of redemption and liquidation preferences
as the Directors shall in their sole discretion determine;

"principal register" shall mean the register of members of the Company
maintained at such place within or outside the Cayman Islands as the Board shall
determine from time to time;

"the register” shall mean the principal register and any branch registers;

"registration office" shall mean the registered office for the time being of the
Company;

"related party" shall mean:

(i) any person beneficially owning directly or indirectly 10 per cent. or more
of the total voting rights of the Company;

(ii) any company that controls or is controlled by, or is under common control
with the Company and for this purpose "control" of a company shall mean:

a) control (either directly or indirectly) of the composition of the
board of directors of that company;

b) control (either directly or indirectly) of more than 20 per cent. of
the voting rights attributable to the voting share capital of that
company; or

<) the holding (either directly or indirectly) of more than 20 per cent.

of the issued share capital (excluding any part of it which confers
no right to participate beyond a specified amount in a distribution
of either profits or capital) of that company;

(iii)  any person who is (or was within the 12 months preceding the date of the
transaction) a Director of the Company or a director or officer of any
company referred to in (ii) above;

"related party transaction” shall mean a transaction (other than a transaction of a
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revenue nature in the ordinary course of business) between the Company or any
of its subsidiaries and a related party;

(ee) "Related Party Transaction Committee" shall mean the related party transaction
committee established pursuant to Article 199;

(ff)  "seal” shall include the common seal of the Company, the securities seal or any
duplicate seal adopted by the Company pursuant to these Articles;

(gg) "Secretary" shall mean the person appbinted as company secretary by the Board
from time to time;

(hh)  "share" shall mean a share in the capital of the Company;

(i1) "shareholders" or "members" shall mean the persons who are duly registered as
the holders from time to time of shares in the register including persons who are
jointly so registered;

()  "special resolution” shall have the same meaning as ascribed thereto in the Law
and shall include a unanimous written resolution of all members: for this purpose,
the requisite majority shall be not less than two-thirds of the votes of such
members of the Company as, being entitled to do so, vote in person or, where
proxies are allowed, by proxy or, in the case of corporations, by their duly
authorized representatives, at a general meeting of which notice specifying the
intention to propose the resolution as a special resolution has been duly given and
includes a special resolution passed pursuant to Article 93;

(kk) "subsidiary" and "holding company" shall have the meanings ascribed to such
terms in the Companies Act of the United Kingdom;

an subject as aforesaid, any words defined in the Law shall, if not inconsistent with
the subject and/or context, bear the same meanings in these Articles;

(mm) *"writing" or "printing" shall include writing, printing, lithograph, photograph,
type-writing and every other mode of representing words or figures in a legible
and non-transitory form and, only where used in connection with a notice served
by the Company on members or other persons entitled to receive notices
hereunder, shall also include a record maintained in an electronic medium which
is accessible in visible form so as to be useable for subsequent reference;

(nn)  words importing either gender shall include the other gender and the neuter;

(0o) words importing persons and the neuter shall include companies and corporations
and vice versa; and

(pp) words denoting the singular shall include the plural and words denoting the plural
shall include the singular.

* as amended by special resolution passed on August 16, 2002
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The business of the Company may be commenced as soon after incorporation as the
Directors shall see fit, notwithstanding that part only of the shares may have been allotted.

The Directors may pay, out of the capital or any other monies of the Company, all
expenses incurred in or about the formation and establishment of the Company including
the expenses of registration.

SHARE CAPITAL

The capital of the Company is US$205,000 divided into 800,000,000 Class A Common
Shares of a nominal or par value of US$0.00025 each and 5,000,000 Preferred Shares of
a nominal or par value of US$0.001 each.

Subject to the provisions of these Articles and to any direction that may be given by the
Company in general meeting and without prejudice to any special rights conferred on the
holders of any existing shares or attaching to any class of shares, any share including the
Preferred Shares may be issued with or have attached thereto such preferred, deferred,
qualified or other special rights or restrictions, whether in regard to dividend, voting,
return of capital or otherwise, and to such persons at such times and for such
consideration as the Board may determine.

The Company in general meeting may, from time to time, whether or not all the shares
for the time being authorized shall have been issued and whether or not all the shares for
the time being issued shall have been fully paid up, by ordinary resolution, increase its
share capital by the creation of new shares, such new capital to be of such amount and to
be divided into shares of such respective amounts as the resolution shall prescribe.

MODIFICATION OF RIGHTS

If at any time the share capital of the Company is divided into different classes of shares,
all or any of the rights attached to any class of shares for the time being issued (unless
otherwise provided for in the terms of issue of the shares of that class) may, subject to the
provisions of the Law, be varied or abrogated with the consent in writing of the holders
of not less than three-fourths in nominal value of the issued shares of that class or with
the sanction of a special resolution passed at a separate meeting of the holders of shares
of that class. To every such separate meeting all the provisions of these Articles relating
to general meetings shall mutatis mutandis apply, but so that the quorum for the purposes
of any such separate meeting and of any adjournment thereof shall be a person or persons
together holding (or representing by proxy) at the date of the relevant meeting not less
than one-third in nominal value of the issued shares of that class, and that any holder of
shares of the class present in person or by proxy may demand a poll.

The special rights conferred upon the holders of shares of any class shall not, unless
otherwise expressly provided in the rights attaching to or the terms of issue of such
shares, be deemed to be varied by the creation or issue of further shares ranking pari
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REDEMPTION AND REPURCHASE OF SHARES

Subject to the Law and to any rights conferred on the holders of any class of shares, the
Company shall have the power (i) to purchase or otherwise acquire all or any of its own
shares (which expression as used in this Article includes redeemable shares), (ii) to
purchase or otherwise acquire warrants for the subscription or purchase of its own shares
and shares and warrants for the subscription or purchase of any shares in any company
which is its holding company and (iii) to give, directly or indirectly, by means of a loan, a
guarantee, a gift, an indemnity, the provision of security or otherwise howsoever,
financial assistance for the purpose of or in connection with a purchase or other
acquisition made or to be made by any person of any shares or warrants in the Company

_ or any company which is a holding company of the Company. The Company may pay

for such shares or warrants in any manner authorized or not prohibited by law, including
out of capital. Should the Company purchase or otherwise acquire its own shares or
warrants, neither the Company nor the Board shall be required to select the shares or
warrants to be purchased or otherwise acquired rateably or in any other manner as
between the holders of shares or warrants of the same class or as between them and the
holders of shares or warrants of any other class or in accordance with the rights as to
dividends or capital conferred by any class of shares. Any such purchase or other
acquisition or financial assistance shall only be made in accordance with any relevant
code, rules or regulations issued by Nasdaq from time to time in force for so long as the
shares of the Company are listed on the Exchange.

Subject to the provisions of the Law and the Memorandum of Association of the
Company, and to any special rights conferred on the holders of any shares or attaching to
any class of shares, shares may be issued on the terms that they may be, or at the option
of the Company or the holders are, liable to be redeemed on such terms and in such
manner, including out of capital, as the Board may deem fit.

The purchase or redemption of any share shail not be deemed to give rise to the purchase
or redemption of any other share.

The holder of the shares being purchased, surrendered or redeemed shall be bound to
deliver up to the Company at its registered office or such other place as the Board shall
specify the certificate(s) thereof for cancellation and thereupon the Company shall pay to
him the purchase or redemption monies in respect thereof.

ISSUE OF SHARES AND WARRANTS

Subject to the provisions of the Law, of the Memorandum of Association of the
Company, and of these Articles relating to new shares, the unissued shares in the
Company (whether forming part of its original or any increased capital) shall be at the
disposal of the Board, which may offer, allot, grant options over or otherwise dispose of
them to such persons, at such times and for such consideration, and upon such terms, as
the Board shall determine. No shares shall be issued to bearer.
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The Board may issue warrants to subscribe for any class of shares or other securities of
the Company on such terms as it may from time to time determine. No warrants shall be
issued to bearer.

COMMISSION ON SHARES

The Company may, unless prohibited by law, at any time pay a commission to any person
for subscribing or agreeing to subscribe (whether absolutely or conditionally) for any
shares in the Company or procuring or agreeing to procure subscriptions (whether
absolute or conditional) for any shares in the Company, but so that the conditions and
requirements of the Law shall be observed and complied with.

NON-RECOGNITION OF TRUSTS

Except as otherwise expressly provided by these Articles or as required by law or as
ordered by a court of competent jurisdiction, no person shall be recognized by the
Company as holding any share upon any trust and the Company shall not be bound by or
be compelled in any way to recognize (even when having notice thereof) any equitable,
contingent, future or partial interest in any shares or any interest in any fractional part of
a share or any other rights in respect of any share except an absolute right to the entirety
thereof in the registered holder.

REGISTER OF MEMBERS AND SHARE CERTIFICATES

The Board shall cause to be kept at such place within or outside the Cayman Islands as
they deem fit a principal register of the members and there shall be entered therein the
particulars of the members and the shares issued to each of them and other particulars
required under the Law.

If the Board considers it necessary or appropriate, the Company may establish and
maintain a branch register or registers of members at such location or locations within or
outside the Cayman Islands as the Board thinks fit. The principal register and the branch
register(s) shall together be treated as the register for the purposes of these Articles.

The Board may, in its absolute discretion, at any time transfer any share upon the
principal register to any branch register or any share on any branch register to the
principal register or any other branch register.

The Company shall as soon as practicable and on a regular basis record in the principal
register all transfers of shares effected on any branch register and shall at all times
maintain the principal register in such manner as to show at all times the members for the
time being and the shares respectively held by them, in all respects in accordance with
the Companies Law.
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The register may be closed at such times and for such periods as the Board may from
time to time determine, either generally or in respect of any class of shares, provided that
the register shall not be closed for more than 30 days in any year (or such longer period
as the members may by ordinary resolution determine provided that such period shall not
be extended beyond 60 days in any year).

Every person whose name is entered as a member in the register shall be entitled without
payment to receive, within 60 days, after allotment or lodgment of transfer (or within
such other period as the conditions of issue shall provide), one certificate for all his
shares of each class or, upon payment of such reasonable fee as the Board shall prescribe,
such number of certificates for shares held as that person may request, provided that in
respect of a share or shares held jointly by several persons the Company shall not be
bound to issue a certificate or certificates to each such person, and the issue and delivery
of a certificate or certificates to one of several joint holders shall be sufficient delivery to
all such holders.

Every certificate for shares or debentures or representing any other form of security of the

‘Company shall be issued under the seal of the Company, which shall only be affixed with

the authority of the Board.

Every share certificate shall specify the number of shares in respect of which it is issued
and the amount paid thereon or the fact that they are fully paid, as the case may be, and
may otherwise be in such form as the Board may from time to time prescribe.

The Company shall not be bound to register more than four persons as joint holders of
any share. If any share shall stand in the names of two or more persons, the person first
named in the register shall be deemed the sole holder thereof as regards service of notices
and, subject to the provisions of these Articles, all or any other matters connected with
the Company, except the transfer of the share.

If a share certificate is defaced, lost or destroyed, it may be replaced on payment of such
reasonable fee, if any, as the Board may from time to time prescribe and on such terms
and conditions, if any, as to publication of notices, evidence and indemnity, as the Board
thinks fit and where it is defaced or worn out, after delivery up of the old certificate to the
Company for cancellation.

TRANSFER OF SHARES

All transfers of shares may be effected by an instrument of transfer in the usual common
form or in such other form as the Board may approve. All instruments of transfer must
be left at the registered office of the Company or at such other place as the Board may
appoint and all such instruments of transfer shall be retained by the Company.

" The instrument of transfer shall be executed by or on behalf of the transferor and by or on

behalf of the transferee PROVIDED that the Board may dispense with the execution of
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the instrument of transfer by the transferee in any case which it thinks fit in its discretion
to do so. The instrument of transfer of any share shall be in writing and shall be executed
with a manual signature or facsimile signature (which may be machine imprinted or
otherwise) by or on behalf of the transferor and transferee PROVIDED that in the case of
execution by facsimile signature by or on behalf of a transferor or transferee, the Board
shall have previously been provided with a list of specimen signatures of the authorized
signatories of such transferor or transferee and the Board shall be reasonably satisfied
that such facsimile signature corresponds to one of those specimen signatures. The
transferor shall be deemed to remain the holder of a share until the name of the transferee
is entered in the register in respect thereof.

The Board may, in its absolute discretion, and without assigning any reason, refuse to
register a transfer of any share which is not fully paid up or on which the Company has a
lien. The Board may also decline to register any transfer of any shares unless:

(a) the instrument of transfer is lodged with the Company accompanied by the
certificate for the shares to which it relates (which shall upon registration of the
transfer be cancelled) and such other evidence as the Board may reasonably
require to show the right of the transferor to make the transfer and/or with regard
to whether or not the transfer would result in any contravention of the restrictions
(if any) on the holding of shares imposed by the Board pursuant to Article 35;

(b) the instrument of transfer is in respect of only one class of shares;

(c) the instrument of transfer is properly stamped (in circumstances where stamping
is required);

(d) in the case of a transfer to joint holders, the number of joint holders to which the
share is to be transferred does not exceed four;

(&) the shares concerned are free of any lien in favour of the Company; and

(f) a fee of such maximum amount as Nasdag may from time to time determine to be
payable (or such lesser sum as the Board may from time to time require) is paid to
the Company in respect thereof. :

If the Board shall refuse to register a transfer of any share, it shall, within two months
after the date on which the transfer was lodged with the Company, send to each of the
transferor and the transferee notice of such refusal.

No transfer shall be made to an infant or to a person in respect of whom an order has
been made by an competent court or official on the grounds that he is or may be suffering
from mental disorder or is otherwise incapable of managing his affairs or under other
legal disability.

Upon every transfer of shares the certificate held by the transferor shall be given up to be
cancelled, and shall forthwith be cancelled accordingly, and a new certificate shall be
issued without charge to the transferee in respect of the shares transferred to him, and if
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any of the shares included in the certificate so given up shall be retained by the transferor,
a new certificate in respect thereof shall be issued to him without charge. The Company
shall also retain the instrument(s) of transfer.

The registration of transfers may be suspended and the register closed at such times for
such periods as the Board may from time to time determine, provided always that such
registration shall not be suspended or the register closed for more than 30 days in any
year (or such longer period as the members may by ordinary resolution determine
provided that such period shall not be extended beyond 60 days in any year).

COMPULSORY TRANSFER OF SHARES

(a) The Board shail have power to impose such restrictions as it may think
necessary for the purpose of ensuring that no shares are held by:

@) any person in breach of the law or requirements of any country or
governmental authority; or

(1)  any person or persons in circumstances (whether directly or indirectly
affecting such person or persons and whether taken alone or in
conjunction with any other persons, connected or not, or any other
circumstances appearing to the Board to be relevant) which in the opinion
of the Board might result in the Company incurring any liability to
taxation or suffering any other pecuniary disadvantage which the
Company might not otherwise have incurred or suffered.

(b) If it shall come to the notice of the Board that any shares are owned directly or
beneficially by any person in contravention of any such restrictions as are referred to in
paragraph (a) of this Article, the Board may give notice to such person requiring him to
transfer such shares to a person who would not thereby be in contravention of any such
restrictions as aforesaid. If any person upon whom such a notice is served pursuant to
this paragraph does not within thirty days after such notice transfer such shares as
aforesaid or establish to the satisfaction of the Board (whose judgment shall be final and
binding) that such shares are not held in contravention of any such restrictions he shall be
deemed upon the expiration of such period of thirty days to have given an instrument of
transfer in respect of all his shares the subject of such notice and the Directors shall be
entitled to sell such shares at the best price reasonably obtainable from any other person
and to appoint any person to sign on his behalf such documents as may be required for
the purposes of the sale and transfer. Upon the Directors resolving to sell the shares of a
member pursuant to this Article, the member shall be bound forthwith to deliver to the
Company or its authorized agents the certificate(s) for such shares.

(©) Payment of the purchase moneys payable on a purchase under this Article will be
made in dollars and will be deposited by the Company with or to the order of a third
party bank in the name of the Company for payment to any such person. Upon the
deposit of such purchase moneys as aforesaid such person shall have no further interest
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in such shares or any of them or any claim against the Company in respect thereof except
the right to receive the moneys so deposited (without interest).

(d) The Company may, if required to do so by law or by any authority or by Nasdagq,
make available to such authority or to Nasdaq such evidence or information which may
have been furnished to or which may come into the possession of the Company as
regards the identity of a holder of shares and/or the qualification of such a holder to hold
or to continue to hold such shares and the Company shall not be liable to such holder for
any loss occasioned by reason of such disclosure.

TRANSMISSION OF SHARES

In the case of the death of a member, the survivor or survivors where the deceased was a
joint holder, and the legal personal representatives of the deceased where he was a sole
holder, shall be the only persons recognized by the Company as having any title to his
interest in the shares; but nothing herein contained shall release the estate of a deceased
holder (whether sole or joint) from any liability in respect of any share solely or jointly
held by him.

Any person becoming entitled to a share in consequence of the death or bankruptcy or
winding-up of a member may, upon such evidence as to his title being produced as may
from time to time be required by the Board and subject as hereinafter provided, either be
registered himself as holder of the share or elect to have some other person nominated by
him registered as the transferee thereof.

If the person so becoming entitled shall elect to be registered himself, he shall deliver or
send to the Company a notice in writing signed by him stating that he so elects. If he
shall elect to have his nominee registered he shall testify his election by executing in
favour of his nominee a transfer of such share. All the limitations, restrictions and
provisions of these Articles relating to the right to transfer and the registration of
transfers of shares shall be applicable to any such notice or transfer as aforesaid as if the
death or bankruptcy or winding-up of the member had not occurred and the notice or
transfer were a transfer executed by such member.

A person becoming entitled to a share by reason of the death or bankruptcy or winding-
up of the holder shall be entitled to the same dividends and other advantages to which he
would be entitled if he were the registered holder of the share. However, the Board may,
if it thinks fit, withhold the payment of any dividend payable or other advantages in
respect of such share until such person shall become the registered holder of the share or
shall have effectually transferred such share, but, subject to the requirements of Article
94 being met, such a person may vote at meetings.

LIEN

The Company shall have a first and paramount lien on every share (not being a fully paid
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up share) for all moneys, whether presently payable or not, called or payable at a fixed
time in respect of such share; and the Company shall also have a first and paramount lien
and charge on all shares (other than fully paid up shares) standing registered in the name
of a member (whether solely or jointly with others) for all the debts and liabilities of such
member or his estate to the Company and whether the same shall have been incurred
before or after notice to the Company of any equitable or other interest of any person
other than such member, and whether the period for the payment or discharge of the same
shall have actually arrived or not, and notwithstanding that the same are joint debts or
liabilities of such member or his estate and any other person, whether such person is a
member of the Company or not.

The Company’s lien (if any) on a share shall extend to all dividends and bonuses declared
in respect thereof. The Board may resolve that any share shall for some specified period
be exempt wholly or partially from the provisions of this Article.

The Company may sell in such manner as the Board thinks fit any shares on which the
Company has a lien, but no sale shall be made unless some sum in respect of which the
lien exists is presently payable or the liability or engagement in respect of which such
lien exists is liable to be presently fulfilled or discharged, nor until the expiration of 14
days after a notice in writing, stating and demanding payment of the sum presently
payable or specifying the liability or engagement and demanding fulfillment or discharge
thereof and giving notice of intention to sell in default, shall have been given to the
registered holder for the time being of the shares or the person, of which the Company
has notice, entitled to the shares by reason of such holder’s death, mental disorder or
bankruptcy.

The net proceeds of such sale by the Company after the payment of the costs of such sale
shall be applied in or towards payment or satisfaction of the debt or liability or
engagement in respect whereof the lien exists, so far as the same is presently payable, and
any residue shall (subject to a like lien for debts or liabilities not presently payable as
existed upon the shares prior to the sale and upon surrender, if required by the Company,
for cancellation of the certificate for the share sold) be paid to the holder immediately
before such sale of the share. For giving effect to any such sale, the Board may authorize
any person to transfer the shares sold to the purchaser thereof and may enter the
purchaser’s name in the register as holder of the shares, and the purchaser shall not be
bound to see to the application of the purchase money, nor shall his title to the shares be
affected by any irregularity or invalidity in the proceedings in reference to the sale.

CALLS ON SHARES
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The Board may from time to time make such calls as it may think fit upon the members
in respect of any monies unpaid on the shares held by them respectively (whether on
account of the nominal amount of the shares or by way of premium or otherwise) and not
by the conditions of allotment thereof made payable at fixed times. A call may be made
payable either in one sum or by installments. A call may be revoked or postponed as the
Board may determine.

At least 14 days’ notice of any call shall be given to each member specifying the time and
place of payment and to whom such payment shall be made.

Every member upon whom a call is made shall pay the amount of every call so made on

* him to the person and at the time or times and place or places as the Board shall specify.

A person upon whom a call is made shall remain liable on such call notwithstanding the
subsequent transfer of the shares in respect of which the call was made.

The joint holders of a share shall be severally as well as jointly liable for the payment of
all calls and installments due in respect of such share or other moneys due in respect
thereof.

The Board may from time to time at its discretion extend the time fixed for any call, but
no member shall be entitled to any such extension as a matter of grace and favour.

If the sum or any instaliment payable in respect of any call is unpaid on or before the day
appointed for payment thereof, the person or persons from whom the sum is due shall
pay interest on the same at such rate not exceeding 15 per cent. per annum as the Board
shall determine from the day appointed for the payment thereof to the time of actual
payment, but the Board may waive payment of such interest wholly or in part.

No member shall be entitled to receive any dividend or bonus or to be present and vote
(save as proxy for another member) at any general meeting, either personally or by proxy,
or be reckoned in a quorum, or to exercise any other privilege as a member until all sums
or installments due from him to the Company in respect of any call, whether alone or
jointly with any other person, together with interest and expenses (if any) shall have been
paid.

At the trial or hearing of any action or other proceedings for the recovery of any money
due for any call, it shall be sufficient to prove that the name of the member sued is
entered in the register as the holder, or one of the holders, of the shares in respect of
which such debt accrued; that the resolution making the call is duly recorded in the
minute book; and that notice of such call was duly given to the member sued, in
pursuance of these Articles; and it shall not be necessary to prove the appointment of the
Directors who made such call, nor any other matters whatsoever, and the proof of the
matters aforesaid shall be conclusive evidence of the debt.

Any sum which by the terms of allotment of a share is made payable upon allotment or at
any fixed date, whether on account of the nominal value of the share and/or by way of
premium or otherwise, shall for all purposes of these Articles be deemed to be a call duly
made and payable on the date fixed for payment, and in case of non-payment, all the
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relevant provisions of these Articles as to payment of interest and expenses, liabilities of
joint holders, forfeiture and the like, shall apply as if such sum had become payable by
virtue of a call duly made and notified.

The Board may, if it thinks fit, receive from any member willing to advance the same,
and either in money or money’s worth, all or any part of the money uncalled and unpaid
or installments payable upon any shares held by him, and upon all or any of the moneys
so advanced the Company may pay interest at such rate (if any) as the Board may decide.
The Board may at any time repay the amount so advanced upon giving to such member
not less than one month’s notice in writing of its intention in that behalf, unless before the
expiration of such notice the amount so advanced shall have been called up on the shares
in respect of which it was advanced. No such sum paid in advance of calls shall entitle
the member paying such sum to any portion of a dividend declared in respect of any
period prior to the date upon which such sum would, but for such payment, become
presently payable.

FORFEITURE OF SHARES

If a member fails to pay any call or installment of a call on the day appointed for payment
thereof, the Board may, at any time during such time as any part thereof remains unpaid,
without prejudice to the provisions of Article 43, serve a notice on him requiring
payment of so much of the call or installment as is unpaid, together with any interest
which may have accrued and which may still accrue up to the date of actual payment.

The notice shall name a further day (not earlier than the expiration of 14 days from the
date of service of the notice) on or before which, and the place where, the payment
required by the notice is to be made, and shall state that in the event of non-payment at or
before the time and at the place appointed, the shares in respect of which the call was
made or installment is unpaid will be liable to be forfeited. The Board may accept a
surrender of any share liable to be forfeited hereunder and in such case, references in
these Articles to forfeiture shall include surrender.

If the requirements of any such notice as aforesaid are not complied with, any share in
respect of which the notice has been given may at any time thereafter, before the payment
required by the notice has been made, be forfeited by a resolution of the Board to that
effect. Such forfeiture shall include all dividends and bonuses declared in respect of the
forfeited share, and not actually paid before the forfeiture.

Any share so forfeited shall be deemed to be the property of the Company, and may be
re-allotted sold or otherwise disposed of on such terms and in such manner as the Board
thinks fit and at any time before a re-allotment, sale or disposition the forfeiture may be
cancelled by the Board on such terms as it thinks fit.

A person whose shares have been forfeited shall cease to be a member in respect of the
forfeited shares but shall, notwithstanding, remain liable to pay to the Company all
moneys which, at the date of forfeiture, were payable by him to the Company in respect
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of the shares, together with (if the Board shall in its discretion so require) interest thereon
from the date of forfeiture until payment at such rate not exceeding 15 per cent. per
annum as the Board may prescribe, and the Board may enforce the payment thereof if it
thinks fit, and without any deduction or allowance for the value of the shares forfeited, at
the date of forfeiture. For the purposes of this Article any sum which, by the terms of
issue of a share, is payable thereon at a fixed time which is subsequent to the date of
forfeiture, whether on account of the nominal value of the share or by way of premium,
shall notwithstanding that time has not yet arrived, be deemed to be payable at the date of
forfeiture, and the same shall become due and payable immediately upon the forfeiture,
but interest thereon shall only be payable in respect of any period between the said fixed
time and the date of actual payment.

A statutory declaration in writing that the declarant is a Director or Secretary of the
Company, and that a share in the Company has been duly forfeited on a date stated in the
declaration, shall be conclusive evidence of the facts therein stated as against all persons
claiming to be entitled to the share. The Company may receive the consideration, if any,
given for the share on any re-allotment, sale or disposition thereof and the Board may
authorize any person to execute a letter of re-allotment or transfer the share in favour of
the person to whom the share is re-allotted, sold or disposed of and he shall thereupon be
registered as the holder of the share, and shall not be bound to see to the application of
the subscription or purchase money, if any, nor shall his title to the share be affected by
any irregularity or invalidity in the proceedings in reference to the forfeiture, re-allotment,
sale or other disposal of the share.

When any share shall have been forfeited, notice of the forfeiture shall be given to the
member in whose name it stood immediately prior to the forfeiture, and an entry of the
forfeiture, with the date thereof, shall forthwith be made in the register. Notwithstanding
the above, no forfeiture shall be in any manner invalidated by any omission or neglect to
give such notice as aforesaid.

Notwithstanding any such forfeiture as aforesaid, the Board may at any time, before any
share so forfeited shall have been re-allotted, sold, or otherwise disposed of, permit the
share forfeited to be redeemed upon the terms of payment of all calls and interest due
upon and expenses incurred in respect of the share, and upon such further terms (if any)
as it thinks fit.

The forfeiture of a share shall not prejudice the right of the Company to any call already
made or installment payable thereon.

The provisions of these Articles as to forfeiture shall apply in the case of non-payment of
any sum which, by the terms of issue of a share, becomes payable at a fixed time,
whether on account of the nominal value of the share or by way of premium, as if the
same had been payable by virtue of a call duly made and notified.
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ALTERATION OF CAPITAL

The Company may from time to time by ordinary resolution:

(a)

(b)

(©)

consolidate and divide all or any of its share capital into shares of larger amount
than its existing shares. On any consolidation of fully paid shares and division into
shares of larger amount, the Board may settle any difficulty which may arise as it
thinks expedient and in particular (but without prejudice to the generality of the
foregoing) may as between the holders of shares to be consolidated determine
which particular shares are to be consolidated into each consolidated share, and if it
shall happen that any person shall become entitled to fractions of a consolidated
share or shares, such fractions may be sold by some person appointed by the Board
for that purpose and the person so appointed may transfer the shares so sold to the
purchaser thereof and the validity of such transfer shall not be questioned, and so
that the net proceeds of such sale (after deduction of the expenses of such sale) may
either be distributed among the persons who would otherwise be entitled to a
fraction or fractions of a consolidated share or shares rateably in accordance with
their rights and interests or may be paid to the Company for the Company’s benefit;

cancel any shares which at the date of the passing of the resolution have not been
taken or agreed to be taken by any person, and diminish the amount of its share
capital by the amount of the shares so cancelled subject to the provisions of the
Law; and

sub-divide its shares or any of them into shares of smaller amount than is fixed by
the Memorandum of Association of the Company, subject nevertheless to the
provisions of the Law, and so that the resolution whereby any share is sub-divided
may determine that, as between the holders of the shares resulting from such
sub-division, one or more of the shares may have any such preferred or other
special rights, over, or may have such deferred rights or be subject to any such
restrictions as compared with the others as the Company has power to attach to
unissued or new shares.

The Company may by special resolution reduce its share capital, any capital redemption
reserve or any share premium account in any manner authorized and subject to any
conditions prescribed by Law.

BORROWING POWERS

The Board may from time to time at its discretion exercise all the powers of the
Company to raise or borrow or to secure the payment of any sum or sums of money for
the purposes of the Company and to mortgage or charge its undertaking, property and
assets (present and future) and uncalled capital or any part thereof.

The Board may raise or secure the payment or repayment of such sum or sums in such
manner and upon such terms and conditions in all respects as it thinks fit and, in
particular, by the issue of debentures, debenture stock, bonds or other securities of the
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Company, whether outright or as collateral security for any debts, liability or obligations
of the Company or of any third party.

Debentures, debenture stock, bonds and other securities may be made assignable free
from any equities between the Company and the person to whom the same may be issued.

Any debentures, debenture stock, bonds or other securities may be issued at a discount,
premium or otherwise and with any special privileges as to redemption, surrender,
drawings, allotment of shares, attending and voting at general meetings of the Company,
appointment of Directors and otherwise.

The Board shall cause a proper register to be kept, in accordance with the provisions of
the Law, of all mortgages and charges specifically affecting the property of the Company
and shall duly comply with the requirements of the Law in regard to the registration of
mortgages and charges therein specified and otherwise.

If the Company issues debentures or debenture stock (whether as part of a series or as
individual instruments) not transferable by delivery, the Board shall cause a proper
register to be kept of the holders of such debentures.

Where any uncalled capital of the Company is charged, all persons taking any subsequent
charge thereon shall take the same subject to such prior charge, and shall not be entitled,
by notice to the members or otherwise, to obtain priority over such prior charge.

GENERAL MEETINGS

The Company shall in each year hold a general meeting as its annual general meeting in
addition to any other meeting in that year and shall specify the meeting as such in the
notices calling it; and not more than 15 months shall elapse (or such longer period as
Nasdaq may authorize) between the date of one annual general meeting of the Company
and that of the next. So as long as the first annual general meeting of the Company is
held within 15 months from the date of its incorporation, it need not be held in the year
of its incorporation. The annual general meeting shall be held at such time and place as
the Board shall appoint.

All general meetings other than annual general meetings shall be called extraordinary
general meetings.

The Board may, whenever it thinks fit, convene an extraordinary general meeting.
General meetings shall also be convened on the written requisition of any two or more
members of the Company deposited at the registered office specifying the objects of the
meeting and signed by the requisitionists, provided that such requisitionists held as at the
date of deposit of the requisition not less than one-tenth of the paid up capital of the
Company which carries the right of voting at general meetings of the Company. General
meetings may also be convened on the written requisition of any one member of the
Company which is a clearing house (or its nominee) deposited at the registered office of
the Company specifying the objects of the meeting and signed by the requisitionist,
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provided that such requisitionist held as at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company which carries the right of voting at
general meetings of the Company. If the Board does not within 21 days from the date of
deposit of the requisition proceed duly to convene the meeting, the requisitionist(s)
themselves or any of them representing more than one-half of the total voting rights of all
of them, may convene the general meeting in the same manner, as nearly as possible, as
that in which meetings may be convened by the Board provided that any meeting so
convened shall not be held after the expiration of three months from the date of deposit
of the requisition, and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to them by the Company.

An annual general meeting and any extraordinary general meeting called for the passing
of a special resolution shall be called by not less than 21 days’ notice in writing and any
other extraordinary general meeting shall be called by not less than 14 days’ notice in
writing. The notice shall be exclusive of the day on which it is served or deemed to be
served and of the day for which it is given, and shall specify the time, place, and agenda
of the meeting, particulars of the resolutions to be considered at the meeting and in the
case of special business (as defined in Article 81) the general nature of that business.
The notice convening an annual general meeting shall specify the meeting as such, and
the notice convening a meeting to pass a special resolution shall specify the intention to
propose the resolution as a special resolution. Notice of every general meeting shall be
given to:

(a) all members other than such as, under the provisions hereof or the terms of issue
of the shares they hold, are not entitled to receive such notice from the Company;

(b) the Auditors; and

(©) for so long as the shares of the Company are listed on the Exchange, the
Exchange.

Notwithstanding that a meeting of the Company is called by shorter notice than that
referred to in Article 76, it shall be deemed to have been duly called if it is so agreed:

(a)  in the case of a meeting called as an annual general meeting, by all the members
of the Company entitled to attend and vote thereat or their proxies; and

(b) in the case of any other meeting, by a majority in number of the members having
a right to attend and vote at the meeting, being a majority together holding not
less than 95 per cent. in nominal value of the shares giving that right.

There shall appear with reasonable prominence in every notice of general meetings of the
Company a statement that a member entitled to attend and vote is entitled to appoint a
proxy to attend and, on a poll, vote instead of him and that a proxy need not be a member
of the Company.

The accidental omission to give any such notice to, or the non-receipt of any such notice
by, any person entitled to receive notice shall not invalidate any resolution passed or any
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proceeding at any such meeting.

In cases where instruments of proxy are sent out with notices, the accidental omission to
send such instrument of proxy to, or the non-receipt of such instrument of proxy by, any
person entitled to receive notice shall not invalidate any resolution passed or any
proceeding at any such meeting.

PROCEEDINGS AT GENERAL MEETINGS

All business shall be deemed special that is transacted at an extraordinary general
meeting and also all business shall be deemed special that is transacted at an annual
general meeting with the exception of the following, which shall be deemed ordinary
business:

(a) the declaration and sanctioning of dividends;

(b) the consideration and adoption of the accounts and balance sheets and the reports
of the Directors and Auditors and other documents required to be annexed to the
balance sheet;

(c) the election of Directors in place of those retiring;
(<)) the appointment of Auditors;

(e) the fixing of, or the determining of the method of fixing of, the remuneration of
the Directors and of the Auditors;

For all purposes the quorum for a general meeting shall be members present in person or
by proxy holding not less than one-third of the issued shares of the Company entitled to
vote at the meeting in question. No business {except the appointment of a Chairman)
shall be transacted at any general meeting unless the requisite quorum shall be present at
the commencement of the business.

If within 15 minutes from the time appointed for the meeting a quorum is not present, the
meeting, if convened upon the requisition of members, shall be dissolved, but in any
other case it shall stand adjourned to the same day in the next week and at such time and
place as shall be decided by the Board, and if at such adjourned meeting a quorum is not
present within 15 minutes from the time appointed for holding the meeting, the member
or members present in person or by proxy shall be a quorum and may transact the
business for which the meeting was called.

The Chairman shall take the chair at every general meeting, or, if there be no such
Chairman or, if at any general meeting such Chairman shall not be present within 15
minutes after the time appointed for holding such meeting or is unwilling to act, the
Directors present shall choose another Director as Chairman, and if no Director be
present, or if all the Directors present decline to take the chair, or if the Chairman chosen
shall retire from the chair, then the members present shall choose one of their own
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number to be Chairman.

The Chairman may, with the consent of any general meeting at which a quorum is
present, and shall, if so directed by the meeting, adjourn any meeting from time to time
and from place to place as the meeting shall determine. Whenever a meeting is
adjourned for 14 days or more, at least seven clear days’ notice, specifying the place, the
day and the hour of the adjourned meeting shall be given in the same manner as in the
case of an original meeting but it shall not be necessary to specify in such notice the
nature of the business to be transacted at the adjourned meeting. Save as aforesaid, no
member shall be entitled to any notice of an adjournment or of the business to be
transacted at any adjourned meeting. No business shall be transacted at any adjourned
meeting other than the business which might have been transacted at the meeting from
which the adjournment took place.

At any general meeting a resolution put to the vote of the meeting shall be decided on a
show of hands unless (before or on the declaration of the result of the show of hands or
on the withdrawal of any other demand for a poll) a poll is duly demanded. A poll may
be demanded by the Chairman of the meeting or any other shareholder present in person
or by proxy before or on the declaration of the result of the show of hands.

Unless a poll is so demanded and not withdrawn, a declaration by the Chairman that a
resolution has on a show of hands been carried, or carried unanimously, or by a particular
majority, or lost, and an entry to that effect in the Company’s book containing the
minutes of proceedings of meetings of the Company shall be conclusive evidence of that
fact without proof of the number or proportion of the votes recorded in favour of or
against such resolution.

If a poll is demanded as aforesaid, it shall (subject as provided in Article 99) be taken in
such manner (including the use of ballot or voting papers or tickets) and at such time and
place, not being more than 30 days from the date of the meeting or adjourned meeting at
which the poll was demanded as the Chairman directs. No notice need be given of a poll
not taken immediately. The result of the poll shall be deemed to be the resolution of the
meeting at which the poll was demanded. The demand for a poll may be withdrawn,
with the consent of the Chairman, at any time before the close of the meeting at which
the poll was demanded or the taking of the poll, whichever is earlier.

The demand of a poll shall not prevent the continuance of a meeting for the transaction of
any business other than the question on which a poll has been demanded.

[y

Any poll duly demanded on the election of a Chairman of a meeting or on any question
of adjournment shall be taken at the meeting and without adjournment.

In the case of an equality of votes, whether on a show of hands or on a poll, the Chairman
of the meeting at which the show of hands takes place or at which the poll is demanded,
shall be entitled to a second or casting vote.

A resolution in writing (in one or more counterparts), including a special resolution,
signed by all members for the time being entitled to receive notice of and to attend and
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vote at general meetings (or being corporations by their duly appointed representatives)
shall be as valid and effective as if the same had been passed at a general meeting of the
Company duly convened and held. Any such resolution shall be deemed to have been
passed at a meeting held on the date on which it was signed by the last member to sign.

VOTES OF MEMBERS

Subject to any special rights, privileges or restrictions as to voting for the time being
attached to any class or classes of shares, at any general meeting on a show of hands
every holder of issued shares of the Company entitled to vote who is present in person
(or, in the case of a holder being a corporation by its duly authorized representative) shall
have one vote, and on a poll every holder of issued shares of the Company entitled to
vote present in person (or, in the case of a member being a corporation, by its duly
authorized representative) or by proxy shall have one vote for each issued share of the
Company registered in his name in the register. On a poll a member entitled to more
than one vote is under no obligation to cast all his votes in the same way.

Any person entitled under Article 37 to be registered as a holder of a share may vote at
any general meeting in respect thereof in the same manner as if he were the registered
holder of such share, provided that at least 48 hours before the time of the holding of the
meeting or adjourned meeting (as the case may be) at which he proposed to vote, he shall
satisfy the Board of his right to be registered as the holder of such share or the Board
shall have previously admitted his right to vote at such meeting in respect thereof.

Where there are joint registered holders of any share carrying a right to vote, any one of
such persons may vote at any meeting, either personally or by proxy, in respect of such
share as if he were solely entitled thereto; but if more than one of such joint holders be
present at any meeting personally or by proxy, that one of the said persons so present
being the most or, as the case may be, the more senior shall alone be entitled to vote in
respect of the relevant joint holding and, for this purpose, seniority shall be determined
by reference to the order in which the names of the joint holders stand on the register in
respect of the relevant joint holding. Several executors or administrators of a deceased
member in whose name any share stands shall for the purposes of this Article be deemed
joint holders thereof.

A member in respect of whom an order has been made by any competent court or official
on the grounds that he is or may be suffering from mental disorder or is otherwise
incapable of managing his affairs may vote, whether on a show of hands or on a poll, by
any person authorized in such circumstances to do so, and such person may vote on a poll

by proxy.

Save as expressly provided in these Articles or as otherwise determined by the Board, no
person other than a member duly registered and who shall have paid everything for the
time being due from him payable to the Company in respect of his shares shall be entitled
to be present or to vote (save as proxy for another member), or to be reckoned in a
quorum, either personally or by proxy at any general meeting.

No objection shall be raised as to the qualification of any person exercising or purporting
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to exercise any vote or to the admissibility of any vote except at the meeting or adjourned
meeting at which the person exercising or purporting to exercise his vote or the vote
objected to is given or tendered, and every vote not disallowed at such meeting shall be
valid for all purposes. In the case of any dispute as to the admission or rejection of any
vote, the Chairman of the meeting shall determine the same and such determination shall
be final and conclusive.

PROXIES

Any member of the Company entitled to attend and vote at a meeting of the Company
shall be entitled to appoint another person (who must be an individual) as his proxy to
attend and vote instead of him and a proxy so appointed shall have the same right as the
member to speak at the meeting. Forms of proxy shall be sent by the Company to each
member together with the notice convening each annual and general meeting of the
Company. On a poll votes may be given either personally or by proxy. A proxy need not
be a member of the Company. A member may appoint any number of proxies to attend
in his stead at any one general meeting (or at any one class meeting).

The instrument appointing a proxy shall be in writing under the hand of the appointor or
of his attorney authorized in writing, or if the appointor is a corporation, either under its
seal or under the hand of an officer, attorney or other person duly authorized to sign the
same.

The instrument appointing a proxy and (if required by the Board) the power of attorney
or other authority (if any) under which it is signed, or a notarially certified copy of such
power or authority, shall be delivered at the registered office of the Company (or at such
other place as may be specified in the notice convening the meeting or in any notice of
any adjournment or, in either case, in any document sent therewith) not less than 48
hours before the time appointed for holding the meeting or adjourned meeting at which
the person named in the instrument proposes to vote, or, in the case of a poll taken
subsequently to the date of a meeting or adjourned meeting, not less than 48 hours before
the time appointed for the taking of the poll, and in default the instrument of proxy shall
not be treated as valid provided always that the Chairman of the meeting may at his
discretion direct that an instrument of proxy shall be deemed to have been duly deposited
upon receipt of telex or cable or facsimile confirmation from the appointor that the
instrument of proxy duly signed is in the course of transmission to the Company. No
instrument appointing a proxy shall be valid after the expiration of 12 months from the
date named in it as the date of its execution. Delivery of any instrument appointing a
proxy shall not preclude a member from attending and voting in person at the meeting or
poll concerned and, in such event, the instrument appointing a proxy shall be deemed to
be revoked.

Every instrument of proxy, whether for a specified meeting or otherwise, shall be in
common form or such other form as the Board may from time to time approve, provided
that it shall enable a member, according to his intention, to instruct his proxy to vote in
favour of or against (or in default of instructions or in the event of conflicting
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instructions, to exercise his discretion in respect of) each resolution to be proposed at the
meeting to which the form of proxy relates.

The instrument appointing a proxy to vote at a general meeting shall:

(a) be deemed to confer authority to demand or join in demanding a poll and to vote
on any amendment of a resolution put to the meeting for which it is given as the
proxy thinks fit; and :

(b) unless the contrary is stated therein, be valid as well for any adjournment of the
meeting as for the meeting to which it relates, provided that the meeting was
originally held within 12 months from such date.

A vote given in accordance with the terms of an instrument of proxy or resolution of a
member shall be valid notwithstanding the previous death or insanity of the principal or
revocation of the proxy or power of attorney or other authority under which the proxy or
resolution of a member was executed or revocation of the relevant resolution or the
transfer of the share in respect of which the proxy was given, provided that no intimation
in writing of such death, insanity, revocation or transfer as aforesaid shall have been
received by the Company at its registered office, or at such other place as is referred to in
Article 113, at least two hours before the commencement of the meeting or adjourned
meeting at which the proxy is used.

CORPORATE REPRESENTATIVES

Any corporation which is a member of the Company may, by resolution of its directors or
other governing body or by power of attorney, authorize such person as it thinks fit to act
as its representative at any meeting of the Company or of members of any class of shares
of the Company and the person so authorized shall be entitled to exercise the same
powers on behalf of the corporation which he represents as that corporation could
exercise if it were an individual member of the Company and where a corporation is so
represented, it shall be treated as being present at any meeting in person.

CLEARING HOUSES

If a clearing house (or its nominee) is a member of the Company it may, by resolution of
its directors or other governing body or by power of attorney, authorize such person or
persons as it thinks fit to act as its representative or representatives at any general
meeting of the Company or at any general meeting of any class of members of the
Company provided that, if more than one person is so authorized, the authorization shall
specify the number and class of shares in respect of which each such person is so
authorized. A person so authorized pursuant to this provision shall be entitled to exercise
the same powers on behalf of the clearing house (or its nominee) which he represents as
that clearing house (or its nominee) could exercise if it were an individual member of the
Company holding the number and class of shares specified in such authorization.
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BOARD OF DIRECTORS

So Jong as the shares of the Company are listed on the Exchange, the Company shall
maintain a minimum of three Independent Directors on its Board. The Board shall
consist of not less than one nor more than fifteen persons (exclusive of alternate
Directors) PROVIDED HOWEVER, that the Company may from time to time by
ordinary resolution increase or reduce the limits in the number of Directors.

The first Directors of the Company shall be determined in writing by, or appointed by a
special resolution of, the subscribers to the Memorandum of Association or a majority of .
them.

The Directors shall be divided into three classes, designated Class 1, Class IT and Class III.
All classes shall be as nearly equal in number as possible. The Directors as initially
classified shall hold office for terms as follows:

(a) the Class I Directors shall hold office until the date of the annual general meeting
of shareholders in 2000 or until their successors shall be elected and qualified;

(b) the Class II Directors shall hold office until the date of the annual general meeting
of shareholders in 2001 or until their successors shall be elected and qualified;
and

(©) the Class I Directors shall hold office until the date of the annual general
meeting or shareholders in 2002 or until their successors shall be elected and
qualified.

Upon expiration of the term of office of each class as set forth above, the Directors in
each class shall be elected for a term of three years to succeed the Directors whose terms
of office expire.

Each Director shall hold office until the expiration of his term and until his successor
shall have been elected and qualified.

Subject to the provisions of these Articles and the Law, the Company may by ordinary
resolution elect any person to be a Director either to fill a casual vacancy or as an
addition to the existing Directors.

The Board shall have power from time to time and at any time to appoint any person as a
Director either to fill a casual vacancy or as an addition to the Board. Any Director so
appointed shall hold office only until the next following annual general meeting of the
Company and shall then be eligible for re-election at that meeting.

The Company may by special resolution at any time remove any Director (including a
Managing Director or other executive Director) before the expiration of his period of
office notwithstanding anything in these Articles or in any agreement between the
Company and such Director and may by ordinary resolution elect another person in his
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stead.

Nothing in Article 113 should be taken as depriving a Director removed under any
provisions of that Article of compensation or damages payable to him in respect of the
termination of his appointment as Director or of any other appointment or office as a
result of the termination of his appointment as Director or as derogatory from any power
to remove a Director which may exist apart from the provision of that Article.

The Company shall keep at its office a register of directors and officers containing their
names and addresses and occupations and any other particulars required by the Law and
shall send to the Registrar of Companies of the Cayman Islands a copy of such register
and shall from time to time notify to the Registrar of Companies of the Cayman Islands
any change that takes place in relation to such Directors as required by the Law.

A Director need not hold any qualification shares. No Director shall be required to
vacate office by reason only of his having attained any particular age.

ALTERNATE DIRECTORS AND PROXIES FOR DIRECTORS

A Director may at any time by notice in writing delivered to the registered office of the
Company or at a meeting of the Board, appoint any person (including another Director)
to be his alternate Director in his place during his absence and may in like manner at any
time determine such appointment. Such appointment, unless previously approved by the
Board, shall have effect only upon and subject to being so approved, provided that the
Board may not withhold approval of any such appointment where the proposed appointee
is a Director.

The appointment of an alternate Director shall determine on the happening of any event
which, were he a Director, would cause him to vacate such office or if his appointor
ceases to be a Director.

An alternate Director shall be entitled to receive and waive (in lieu of his appointor)
notices of meetings of the Directors and shall be entitled to attend and vote as a Director
and be counted in the quorum at any such meeting at which the Director appointing him
is not personally present and generally at such meeting to perform all the functions of his
appointor as a Director and for the purposes of the proceedings at such meeting the
provisions of these Articles shall apply as if he (instead of his appointor) were a Director.
If he shall be himself a Director or shall attend any such meeting as an alternate for more
than one Director his voting rights shall be cumulative and he need not use all his votes
or cast all the votes he uses in the same way. To such extent as the Board may from time
to time determine in relation to any committee of the Board, the foregoing provisions of
this Article shall also apply mutatis mutandis to any meeting of any such committee of
which his appointor is a member. An alternate Director shall not, save as aforesaid, have
power to act as a Director nor shall he be deemed to be a Director for the purposes of
these Articles.

An alternate Director shall be entitled to contract and be interested in and benefit from
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contracts or arrangements or transactions and to be repaid expenses and to be
indemnified to the same extent mutatis mutandis as if he were a Director, but he shall not
be entitled to receive from the Company in respect of his appointment as alternate
Director any remuneration except only such part (if any) of the remuneration otherwise
payable to his appointor as such appointor may by notice in writing to the Company from
time to time direct.

In addition to the foregoing provisions of this Article, a Director may be represented at
any meeting of the Board (or of any committee of the Board) by a proxy appointed by
him, in which event the presence or vote of the proxy shall for all purposes be deemed to
be that of the Director. A proxy need not himself be a Director and the provisions of
Articles 99 to 104 shall apply mutatis mutandis to the appointment of proxies by
Directors save that an instrument appointing a proxy shall not become invalid after the
expiration of twelve months from its date of execution but shall remain valid for such
period as the instrument shall provide or, if no such provision is made in the instrument,
until revoked in writing and save also that a Director may appoint any number of proxies
although only one such proxy may attend in his stead at meetings of the Board (or of any
commiittee of the Board). :

REMUNERATION OF DIRECTORS

The Directors shall be entitled to receive by way of remuneration for their services such
sum as shall from time to time be determined by the Company in general meeting or by
the Board, as the case may be, such sum (unless otherwise directed by the resolution by
which it is determined) to be divided amongst the Directors in such proportions and in
such manner as they may agree, or failing agreement, equally, except that in such event
any Director holding office for less than the whole of the relevant period in respect of
which the remuneration is paid shall only rank in such division in proportion to the time
during such period for which he has held office. Such remuneration shall be in addition
to any other remuneration to which a Director who holds any salaried employment or
office in the Company may be entitled by reason of such employment or office.

The Board may grant special remuneration to any Director, who shall perform any special
or extra services at the request of the Company. Such special remuneration may be made
payable to such Director in addition to or in substitution for his ordinary remuneration as
a Director, and may be made payable by way of salary, commission or participation in
profits or otherwise as may be agreed.

[y

The remuneration of an Executive Director or a Director appointed to any other office in
the management of the Company shall from time to time be fixed by the Board and may
be by way of salary, commission, or participation in profits or otherwise or by all or any
of those modes and with such other benefits (including share option and/or pension
and/or gratuity and/or other benefits on retirement) and allowances as the Board may
from time to time decide. Such remuneration shall be in addition to such remuneration
as the recipient may be entitled to receive as a Director.
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The Directors shall be entitled to be paid all expenses, including travel expenses,

reasonably incurred by them in or in connection with the performance of their duties as

Directors including their expenses of travelling to and from Board meetings, committee
meetings or general meetings or otherwise incurred whilst engaged on the business of the
Company or in the discharge of their duties as Directors.

VACATION OF OFFICE OF DIRECTOR

The office of a Director shall be vacated:

(a) if he resigns his office by notice in writing to the Company at its registered office;

)] if an order is made by any competent court or official on the grounds that he is or
may be suffering from mental disorder or is otherwise incapable of managing his
affairs and the Board resolves that his office be vacated;

(©) if, without leave, he is absent from meetings of the Board (unless an alternate
Director appointed by him attends in his place) for a continuous period of
12 months, and the Board resolves that his office be vacated; :

(d) if he becomes bankrupt or has a receiving order made against him or suspends
payment or compounds with his creditors generally;

(e) if he ceases to be or is prohibited from being a Director by law or by virtue of any
provisions in these Articles;

® if he shall be removed from office by notice in writing served upon him signed
by not less than three-fourths in number (or, if that is not a round number, the
nearest lower round number) of the Directors (including himself) then in office;
or

(&) if he shall be removed from office by a special resolution of the members of the
Company pursuant to Article 110.

INTERESTED DIRECTORS

No Director or proposed Director shall be disqualified by his office from contracting with
the Company either as vendor, purchaser or otherwise nor shall any such contract or any
contract or arrangement entered into by or on behalf of the Company with any person,
company or partnership of or in which any Director shall be a member or otherwise
interested be capable on that account of being avoided, nor shall any Director so
contracting or being any member or so interested be liable to account to the Company for
any profit so realized by any such contract or arrangement by reason only of such
Director holding that office or the fiduciary relationship thereby established, provided
that such Director shall, if his interest in such contract or arrangement is material, declare
the nature of his interest at the earliest meeting of the Board at which it is practicable for
him to do so, either specifically or by way of a general notice stating that, by reason of
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the facts specified in the notice, he is to be regarded as interested in any contracts of a
specified description which may subsequently be made by the Company.

Any Director may continue to be or become a director, managing director, joint
managing director, deputy managing director, executive director, manager or other
officer or member of any other company in which the Company may be interested and
(unless otherwise agreed between the Company and the Director) no such Director shall
be liable to account to the Company or the members for any remuneration or other
benefits received by him as a director, managing director, joint managing director, deputy
managing director, executive director, manager or other officer or member of any such
other company. The Directors may exercise the voting powers conferred by the shares in
any other company held or owned by the Company, or exercisable by them as directors of
such other company in such manner in all respects as they think fit (including the
exercise thereof in favour of any resolution appointing themselves or any of them
directors, managing directors, joint managing directors, deputy managing directors,
executive directors, managers or other officers of such company) and any Director may
vote in favour of the exercise of such voting rights in manner aforesaid notwithstanding
that he may be, or is about to be, appointed a director, managing director, joint managing
director, deputy managing director, executive director, manager or other officer of such a
company, and that as such he is or may become interested in the exercise of such voting
rights in the manner aforesaid. :

A Director may hold any other office or place of profit with the Company (except that of
Auditor) in conjunction with his office of Director for such period and upon such terms
as the Board may determine, and may be paid such extra remuneration therefor (whether
by way of salary, commission, participation in profit or otherwise) as the Board may
determine, and such extra remuneration shall be in addition to any remuneration provided
for by or pursuant to any other Article.

No person shall be disqualified from the office of Director or alternate Director or
prevented by such office from contracting with the Company, either as vendor, purchaser
or otherwise, nor shall any such contract or any contract or transaction entered into by or
on behalf of the Company in which any Director or altemate Director shall be in any way
interested be or be liable to be avoided, nor shall any Director or alternate Director so
contracting or being so interested be liable to account to the Company for any profit
realized by any such contract or transaction by reason of such Director holding office or
of the fiduciary relation thereby established. A Director (or his alternate Director in his
absence) shall be at liberty to vote in respect of any contract or transaction in which he is
so interested as aforesaid provided however that the nature of the interest of any Director
or alternate Director in any such contract or transaction shall be disclosed by him or the
alternate Director appointed by him at or prior to its consideration and any vote thereon.

A general notice or disclosure to the Directors or otherwise contained in the minutes of a
Meeting or a written resolution of the Directors or any committee thereof that a Director
or alternate Director is a shareholder of any specified firm or company and is to be
regarded as interested in any transaction with such firm or company shall be sufficient
disclosure under Article 130 and after such general notice it shall not be necessary to give
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special notice relating to any particular transaction.

MANAGING DIRECTOR

The Board may from time to time appoint any one or more of its body to the office of
Managing Director, Joint Managing Director, Deputy Managing Director, or other
Executive Director and/or such other employment or executive office in the management
of the business of the Company as it may decide for such period and upon such terms as
it thinks fit and upon such terms as to remuneration as it may decide in accordance with
these Articles.

Every Director appointed to an office under Article 132 hereof shall, without prejudice to
any claim for damages that such Director may have against the Company or the Company
may have against such Director for any breach of any contract of service between him
and the Company, be liable to be dismissed or removed therefrom by the Board.

A Director appointed to an office under Article 132 shall be subject to the same
provisions as to removal as the other Directors of the Company, and he shall, without
prejudice to any claim for damages that such Director may have against the Company or
the Company may have against such Director for any breach of any contract of service
between him and the Company, ipso facto and immediately cease to hold such office if
he shall cease to hold the office of Director for any cause.

The Board may from time to time entrust to and confer upon a Managing Director, Joint
Managing Director, Deputy Managing Director or Executive Director all or any of the
powers of the Board that it may think fit. But the exercise of all powers by such Director
shall be subject to such regulations and restrictions as the Board may from time to time
make and impose, and the said powers may at any time be withdrawn, revoked or varied
but no person dealing in good faith and without notice of such withdrawal, revocation or
variation shall be affected thereby.

MANAGEMENT

The management of the business of the Company shall be vested in the Board which, in
addition to the powers and authorities by these Articles expressly conferred upon it, may
exercise all such powers and do all suclt acts and things as may be exercised or done or
approved by the Company and are not hereby or by the Law expressly directed or
required to be exercised or done by the Company in general meeting, but subject
nevertheless to the provisions of the Law and of these Articles and to any regulation from
time to time made by the Company in general meeting not being inconsistent with such
provisions or these Articles, PROVIDED THAT no regulation so made shall invalidate
any prior act of the Board which would have been valid if such regulation had not been
made and PROVIDED FURTHER THAT, for so long as the shares of the Company are
listed on the Exchange and so long as an exemption is not available from Nasdaq (in
which event shareholder approval will not be required), the Company shall require
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shareholder approval of a plan or arrangement under (a) below or, prior to the issuance of
designated securities under (b), (c) or (d) below:

(@

(b)

(©

(d)

When a share option or purchase plan is to be established or other arrangement
made pursuant to which shares may be acquired by officers or Directors, except
for warrants or rights issued generally to shareholders of the Company or broadly
based plans or arrangements including other employees (for example, employee
saving plans). In a case where the shares are issued to a person not previously
employed by the Company, as an inducement essential to the individual’s entering
into an employment contract with the Company, shareholder approval will not be
required. The establishment of a plan or arrangement under which the amount of
securities which may be issued does not exceed the lesser of 1 percent. of the
number of shares, 1 percent. of the voting power outstanding, or 25,000 shares
will also not require shareholder approval.

When the issuance will result in a change of control of the Company (and for this
purpose, the term "control” shall have the meaning set out in paragraph (ii) of the
definition of "related party" in Article 2).

In connection with the acquisition of the shares or assets of another company if:

1) any Director, officer or substantial shareholder of the Company has a 5
percent. or greater interest (or such persons collectively have a 10 percent.
or greater interest), directly or indirectly, in the company or assets to be
acquired or in the consideration to be paid in the transaction or series of
‘related transactions and the present or potential issuance of shares or
securities convertible into or exercisable for shares could result in an
increase in outstanding shares or voting power of 5 percent. or more; or

(i1) where, due to the present or potential issuance of shares, or securities
convertible into or exercisable for shares, other than a public offering for
cash:

(a) the shares have or will have upon issuance voting power equal to
or in excess of 20 percent. of the voting power outstanding before
the issuance of shares or securities convertible into or exercisable
for shares; or

(b) the number of shares to bg issued is or will be equal to or in excess
of 20 percent. of the number of shares in issue before the issuance
of the shares or securities.

In connection with a transaction other than a public offering involving:

(i) the sale or issuance by the Company of shares (or securities convertible
into or exercisable for shares) at a price less than the greater of book or
market value which together with sales by officers, Directors or
substantial shareholders of the Company equals 20 percent. or more of the
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shares or 20 percent. or more of the voting power outstanding before the
issuance; or

(ii) the sale or issuance by the Company of shares (or securities convertible
into or exercisable for shares) equal to 20 percent. or more of the shares in
issue or 20 percent. or more of the voting power before the issuance for
less than the greater of book or market value of the shares.

For the purposes of the foregoing:

137.

138.

(a) Only shares actually issued (excluding shares held by a subsidiary) are to be used
in making any calculation provided for in this Article.

b Voting power outstanding refers to the aggregate number of votes which may be
cast by holders of those securities in issue which entitle the holders thereof to
vote generally on all matters submitted to the Company’s shareholders for a vote.

(©) An interest consisting of less than either 5 percent. of the number of shares or 5
percent. of the voting power outstanding of the Company or other relevant party
shall not be considered a substantial interest or cause the holder of such an
interest to be regarded as a substantial shareholder.

(d) Where shareholder approval is required, the minimum vote which will constitute
shareholder approval shall be a majority of the total votes cast on the proposal in
person or by proxy.

PROCEEDINGS OF DIRECTORS

The Board may meet together for the despatch of business, adjourn and otherwise
regulate its meetings and proceedings as it thinks fit in any part of the world and may
determine the quorum necessary for the transaction of business. Unless otherwise
determined two Directors shall be a quorum. For the purposes of this Article an alternate
Director shall be counted in a quorum in place of the Director who appointed him and an
alternate Director who is an alternate for more than one Director shall for quorum
purposes be counted separately in respect of himself (if he is a Director) and in respect of
each Director for whom he is an alternate (but so that nothing in this provision shall be
construed as authorising a meeting to be constituted when only one person is physically
present). A meeting of the Board or any committee of the Board may be held by means
of a telephone or tele-conferencing or any other telecommunications facility provided
that all participants are thereby able to communicate contemporaneously by voice with
all other participants and participation in a meeting pursuant to this provision shall
constitute presence in person at such meeting.

A Director may, and the Secretary shall upon request of a Director, at any time summon a
meeting of the Board. Notice thereof shall be given to each Director either in writing or
by telephone or by facsimile, telex or telegram at the address or telephone, facsimile or
telex number from time to time notified to the Company by such Director or in such
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other manner as the Board may from time to time determine.

Questions arising at any meeting of the Board shall be decided by a majority of votes,
and in case of an equality of votes the Chairman shall have a second or casting vote.

The Board may elect a Chairman of its meetings and determine the period for which he is
to hold office; but if no such Chairman is elected, or if at any meeting the Chairman is
not present within 15 minutes after the time appointed for holding the same, the Directors
present may choose one of their number to be Chairman of the meeting.

A meeting of the Board for the time being at which a quorum is present shall be
competent to exercise all or any of the authorities, powers and discretions by or under
these Articles for the time being vested in or exercisable by the Board generally.

The Board may delegate any of its powers to committees consisting of such member or
members of the Board (including alternate Directors in the absence of their appointers) as
the Board thinks fit, and it may from time to time revoke such delegation or revoke the
appointment of and discharge any committees either wholly or in part, and either as to
persons or purposes, but every committee so formed shall in the exercise of the powers
so delegated conform to any regulations that may from time to time be imposed upon it
by the Board.

All acts done by any such committee in conformity with such regulations and in
fulfilment of the purposes for which it is appointed, but not otherwise, shall have the like
force and effect as if done by the Board, and the Board shall have power, with the
consent of the Company in general meeting, to remunerate the members of any such
committee, and charge such remuneration to the current expenses of the Company.

The meetings and proceedings of any such committee consisting of two or more
members of the Board shall be governed by the provisions herein contained for
regulating the meetings and proceedings of the Board so far as the same are applicable
thereto and are not replaced by any regulations imposed by the Board pursuant to Article
142.

The Board shall cause minutes to be made of:-
(a) all appointments of officers made by the Board,

(b) the names of the Directors present at each meeting of the Board and any of
committees of the Board; )

(© all declarations made or notices given by any Director of his interest in any
contract or proposed contract or of his holding of any office or property whereby
any conflict of duty or interest may arise; and

(d) all resolutions and proceedings at all meetings of the Company and of the Board
and of such committees.

Any such minutes shall be conclusive evidence of any such proceedings if they purport to
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be signed by the chairman of the meeting or by the chairman of the succeeding meeting.

All acts bona fide done by any meeting of the Board or by a committee of Directors or by
any person acting as Director shall, notwithstanding that it shall be afterwards discovered
that there was some defect in the appointment of such Director or persons acting as
aforesaid or that they or any of them were disqualified, be as valid as if every such person
had been duly appointed and was qualified to be a Director or member of such committee
as the case may be. ‘

The continuing Directors may act notwithstanding any vacancy in their body, but, if and
so long as their number is reduced below the number fixed by or pursuant to these
Articles as the necessary quorum of Directors, the continuing Director or Directors may
act for the purpose of increasing the number of Directors to that number or of
summoning a general meeting of the Company but for no other purpose.

A resolution in writing signed by each and every one of the Directors (or their respective
alternates) shall be as valid and effectual as if it had been passed at a meeting of the
Board duly convened and held and may consist of several documents in like form each
signed by one or more of the Directors or alternate Directors.

SECRETARY

A Secretary may be appointed by the Board for such term, at such remuneration and upon
such conditions as it may think fit, and any Secretary so appointed may be removed by
the Board. Anything by the Law or these Articles required or authorized to be done by or
to the Secretary, if the office is vacant or there is for any other reason no Secretary
capable of acting, may be done by or to any assistant or deputy Secretary appointed by
the Board, or if there is no assistant or deputy Secretary capable of acting, by or to any
officer of the Company authorized generally or specifically in that behalf by the Board.

A provision of the Law or of these Articles requiring or authorizing a thing to be done by
or to a Director and the Secretary shall not be satisfied by its being done by or to the
same person acting both as Director and as or in place of the Secretary.

GENERAL MANAGEMENT AND USE OF SEAL

The Board shall provide for the safe custody of the seal which shall only be used by the
authority of the Board or of a committee of the Board authorized by the Board in that
behalf, and every instrument to which such seal shall be affixed shall be signed by a
Director and shall be countersigned by the Secretary or by a second Director or by some
other person appointed by the Board for the purpose. The securities seal which shall be a
facsimile of the common seal with the word "Securities" engraved thereon shall be used
exclusively for sealing securities issued by the Company and for sealing documents
creating or evidencing securities so issued. The Board may either generally or in any
particular case resolve that the securities seal or any signatures or any of them may be
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affixed to certificates for shares, warrants, debentures or any other form of security by
facsimile or other mechanical means specified in such authority or that any such
certificates sealed with the securities seal need not be signed by any person. Every
instrument to which the seal is affixed as aforesaid shall, as regards all persons dealing in
good faith with the Company, be deemed to have been affixed to that instrument with the
authority of the Directors previously given.

The Company may have a duplicate seal as and where the Board shall determine, and the
Company may by writing under the seal appoint any agents or agent, committees or
committee abroad to be the agents of the Company for the purpose of affixing and using
such duplicate seal and they may impose such restrictions on the use thereof as may be
thought fit. Wherever in these Articles reference is made to the seal, the reference shall,
when and so far as may be applicable, be deemed to include any such duplicate seal as
aforesaid.

All cheques, promissory notes, drafts, bills of exchange and other negotiable instruments,
and all receipts for moneys paid to the Company shall be signed, drawn, accepted,
indorsed or otherwise executed, as the case may be, in such manner as the Board shall
from time to time by resolution determine. The Company’s banking accounts shail be
kept with such banker or bankers as the Board shall from time to time determine.

The Board may from time to time and at any time, by power of attorney under the seal,
appoint any company, firm or person or any fluctuating body of persons, whether
nominated directly or indirectly by the Board, to be the attorney or attorneys of the
Company for such purposes and with such powers, authorities and discretions (not
exceeding those vested in or exercisable by the Board under these Articles) and for such
period and subject to such conditions as it may think fit, and any such power of attorney
may contain such provisions for the protection and convenience of persons dealing with
any such attorney as the Board may think fit, and may also authorize any such attorney to
sub-delegate all or any of the powers, authorities and discretions vested in him.

The Company may, by writing under its seal, empower any person, either generally or in
respect of any specified matter, as its attorney to execute deeds and instruments on its
behalf in any part of the world and to enter into contracts and sign the same on its behalf
and every deed signed by such attorney on behalf of the Company and under his seal
shall bind the Company and have the same effect as if it were under the seal of the
Company.

)

REGIONAL OR LOCAL BOARDS

The Board may establish any committees, regional or local boards or agencies for
managing any of the affairs of the Company, either in the Cayman Islands, Hong Kong,
the United States or elsewhere, and may appoint any persons to be members of such
committees, regional or local boards or agencies and may fix their remuneration, and
may delegate to any committee, regional or local board or agent any of the powers,
authorities and discretions vested in the Board (other than its powers to make calls and
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forfeit shares), with power to sub-delegate, and may authorize the members of any local
board or any of them to fill any vacancies therein and to act notwithstanding vacancies,
and any such appointment or delegation may be upon such terms and subject to such
conditions as the Board may think fit, and the Board may remove any person so
appointed and may annul or vary any such delegation, but no person dealing in good faith
and without notice of any such annulment or variation shall be affected thereby.

PENSION FUNDS

The Board may establish and maintain or procure the establishment and maintenance of
any contributory or non-contributory pension or provident or superannuation funds or
(with the sanction of an ordinary resolution) employee or executive share option schemes
for the benefit of, or give or procure the giving of donations, gratuities, pensions,
allowances or emoluments to any persons who are or were at any time in the employment
or service of the Company, or of any company which is a subsidiary of the Company, or
is allied or associated with the Company or with any such subsidiary company, or who
are or were at any time directors or officers of the Company or of any such other
company as aforesaid, and holding or who have held any salaried employment or office
in the Company or such other company, and the wives, widows, families and dependents
of any such persons. The Board may also establish and subsidise or subscribe to any
institutions, associations, clubs or funds calculated to be for the benefit of or to advance
the interests and well-being of the Company or of any such other company as aforesaid,
and may make payments for or towards the insurance of any such persons as aforesaid,
and subscribe or guarantee money for charitable or benevolent objects or for any
exhibition or for any public, general or useful object. The Board may do any of the
matters aforesaid, either alone or in conjunction with any such other company as
aforesaid. Any Director holding any such employment or office shall be entitled to
participate in and retain for his own benefit any such donation, gratuity, pension,
allowance or emolument.

CAPITALISATION OF RESERVES

The Company in general meeting may upon the recommendation of the Board by
ordinary resolution resolve that it is desirable to capitalize all or any part of the amount
for the time being standing to the credit of any of the Company’s reserve accounts or
funds or to the credit of the profit and loss account or otherwise available for distribution
(and not required for the payment or provision of dividend on any shares with a
preferential right to dividend) and accordingly that such sums be set free for distribution
amongst the members who would have been entitled thereto if distributed by way of
dividend and in the same proportion on condition that the same be not paid in cash but be
applied either in or towards paying up any amounts for the time being unpaid on any
shares held by such members respectively or paying up in full unissued shares,
debentures or other securities of the Company to be allotted and distributed credited as
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fully paid up to and amongst such members in proportion aforesaid or partly in one way
and partly in the other, and the Board shall give effect to such resolution, provided that a
share premium account and a capital redemption reserve and any reserve or fund
representing unrealised profits may, for the purposes of this Article, only be applied in
paying up unissued shares to be issued to members of the Company as fully paid up
shares or paying up calls or instalments due or payable on partly paid securities of the
Company subject always to the provisions of the Law.

Wherever such a resolution as referred to in Article 159 shall have been passed the Board
shall make all appropriations and applications of the undivided profits resolved to be
capitalised thereby, and all allotments and issues of fully paid up shares, debentures or
other securities, if any, and generally shall do all acts and things required to give effect
thereto, with full power to the Board:

(a) to make such provision by the issue of fractional certificates or by payment in
cash or otherwise (including provisions whereby, in whole or in part, fractional
entitlements are aggregated and sold and the net proceeds distributed to those
entitled, or are disregarded or rounded up or down or whereby the benefit of
fractional entitlements accrues to the Company rather than to the members
concerned) as they think fit in cases where shares, debentures or other securities
become distributable in fractions;

L)) to exclude the right of participation or entitlement of any member with a
registered address outside any territory where in the absence of a registration
statement or other special or onerous formalities the circulation of an offer of
such right or entitlement would or might be unlawful or where the Board consider
the costs, expense or possible delays in ascertaining the existence or extent of the
legal and other requirements applicable to such offer or the acceptance of such -
offer out of proportion to the benefits of the Company; and

(© to authorize any person to enter on behalf of all members entitled thereto into an
agreement with the Company providing for the allotment to them respectively,
credited as fully paid up, of any further shares, debentures or other securities to
which they may be entitled upon such capitalization, or, as the case may require,
for the payment up by the Company on their behalf, by the application thereto of
their respective proportions of the profits resolved to be capitalized, of the
amounts or any part of the amounts remaining unpaid on their existing shares, and
any agreement made under such authority shall be effective and binding on all
such members. '

The Board may, in relation to any capitalization sanctioned under these Articles in its
absolute discretion specify that, and in such circumstances and if directed so to do by a
member or members entitled to an allotment and distribution credited as fully paid up of
unissued shares or debentures in the Company pursuant to such capitalization, shall allot
and distribute credited as fully paid up the unissued shares, debentures or other securities
to which that member is entitled to such person or persons as that member may nominate
by notice in writing to the Company, such notice to be received not later than the day for
which the general meeting of the Company to sanction the capitalization is convened.




162.

163.

164.

165.

166.

167.

168.

-37-

DIVIDENDS AND RESERVES

Subject to the Law and these Articles, the Company in general meeting may declare
dividends in any currency but no dividends shall exceed the amount recommended by the
Board.

The dividends, interest and bonuses and any other benefits and advantages in the nature
of income receivable in respect of the Company’s investments, and any commissions,
trusteeship, agency, transfer and other fees and current receipts of the Company shall,
subject to the payment thereout of the expenses of management, interest upon borrowed
money and other expenses which in the opinion of the Board are of a revenue nature,
constitute the profits of the Company available for distribution.

The Board may from time to time pay to the members such interim dividends as appear
to the Board to be justified by the profits of the Company and, in particular (but without
prejudice to the generality of the foregoing), if at any time the share capital of the
Company is divided into different classes, the Board may pay such interim dividends in
respect of those shares in the capital of the Company which confer on the holders thereof
deferred or non-preferential rights as well as in respect of those shares which confer on
the holders thereof preferential rights with regard to dividend and provided that the Board
acts bona fide, the Board shall not incur any responsibility to the holders of shares
conferring any preferential rights.

The Board may also pay half-yearly or at other intervals to be selected by it any dividend
which may be payable at a fixed rate if the Board is of the opinion that the profits
available for distribution justify the payment.

The Board may in addition from time to time declare and pay special dividends on shares
of any class of such amounts and on such dates as they think fit, and the provisions of
Article 164 as regards the powers and the exemption from liability of the Board as relate
to declaration and payment of interim dividends shall apply, mutatis mutandis, to the
declaration and payment of any such special dividends.

No dividend shall be declared or payable except out of the profits and reserves of the
Company lawfully available for distribution including share premium. No dividend shall
carry interest against the Company.

Whenever the Board or the Company in general meeting has resolved that a dividend be
paid or declared on the share capital of the Company, the Board may further resolve
either:

(a) that such dividend be satisfied wholly or in part in the form of an allotment of
shares credited as fully paid up, provided that the shareholders entitled thereto
will be entitled to elect to receive such dividend (or part thereof) in cash in lieu of
such allotment. In such case, the following provisions shall apply:

(1) the basis of any such allotment shall be determined by the Board;
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the Board, after determining the basis of allotment, shall give not less than
two weeks’ notice in writing to the shareholders of the right of election
accorded to them and shall send with such notice forms of election and
specify the procedure to be followed and the place at which and the latest
date and time by which duly completed forms of election must be lodged
in order to be effective;

the right of election may be exercised in respect of the whole or part of
that portion of the dividend in respect of which the right of election has
been accorded; and

the dividend (or that part of the dividend to be satisfied by the allotment
of shares as aforesaid) shall not be payable in cash on shares in respect
whereof the cash election has not been duly exercised ("the non-elected
shares") and in satisfaction thereof shares shall be allotted credited as fully
paid to the holders of the non-elected shares on the basis of allotment
determined as aforesaid and for such purpose the Board shall capitalize
and apply out of any part of the undivided profits of the Company or any
part of any of the Company’s reserve accounts (including any special
account, share premium account and capital redemption reserve (if there
be any such reserve)) or profit or loss account or amounts otherwise
available for distribution as the Board may determine, a sum equal to the
aggregate nominal amount of the shares to be allotted on such basis and
apply the same in paying up in full the appropriate number of shares for
allotment and distribution to and amongst the holders of the non-elected
shares on such basis; or

that shareholders entitled to such dividend shall be entitled to elect to receive an
allotment of shares credited as fully paid up in lieu of the whole or such part of
the dividend as the Board may think fit. In such case, the following provisions
shall apply:

(1)
(1)

(iii)

@(iv)

the basis of any such allotment shall be determined by the Boérd;

the Board, after determining the basis of allotment, shall give not less than
two weeks’ notice in writing to shareholders of the right of election
accorded to them and shall send with such notice forms of election and
specify the procedure to be followed and the place at which and the latest
date and time by which duly completed forms of election must be lodged
in order to be effective;

the right of election may be exercised in respect of the whole or part of
that portion of the dividend in respect of which the right of election has
been accorded; and

the dividend (or that part of the dividend in respect of which a right of
election has been accorded) shall not be payable on shares in respect
whereof the share election has been duly exercised ("the elected shares")
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and in lieu thereof shares shall be allotted credited as fully paid to the
holders of the elected shares on the basis of allotment determined as
aforesaid and for such purpose the Board shall capitalize and apply out of
any part of the undivided profits of the Company’s reserve accounts
(including any special account, share premium account and capital
redemption reserve (if there be any such reserve)) or profit and loss
account or amounts otherwise available for distribution as the Board may
determine, a sum equal to the aggregate nominal amount of the shares to
be allotted on such basis and apply the same in paying up in full the
appropriate number of shares for allotment and distribution to and
amongst the holders of the elected shares on such basis.

(©) The shares allotted pursuant to the provisions of this Article shall be of the same
class as the class of, and shall rank pari passu in all respects with the shares then
held by the respective allottees save only as regards participation in the relevant
dividend (or share or cash election in lieu thereof as aforesaid) or in any other
distributions, bonuses or rights paid, made, declared or announced prior to or
contemporaneously with the payment or declaration of the relevant dividend,
unless contemporaneously with the announcement by the Board of its proposal to
apply the provisions of this Article in relation to the relevant dividend or
contemporaneously with its announcement of the distribution, bonus or rights in
question, the Board shall specify that the shares to be allotted pursuant to the
provisions of this Article shall rank for participation in such distributions,
bonuses or rights.

The Company may upon the recommendation of the Board by ordinary resolution resolve
in respect of any one particular dividend of the Company that notwithstanding any other
provision of these Articles, a dividend may be satisfied wholly in the form of an
allotment of shares credited as fully paid without offering any right to shareholders to
elect to receive such dividend in cash in lieu of such allotment.

The Board may do all acts and things considered necessary or expedient to give effect to
any capitalization pursuant to the provisions of these Articles with full power to the
Board to make such provisions as it thinks fit in the case of shares becoming distributable
in fractions (including provisions whereby, in whole or in part, fractional entitlements are
aggregated and sold and the net proceeds distributed to those entitled, or are disregarded
or rounded up or down or whereby the benefit of fractional entitlements accrues to the
Company rather than to the members concerned). The Board may authorize any person
to enter into on behalf of all members interested, an agreement with the Company
providing for such capitalization and matters incidental thereto and any agreement made
pursuant to such authority shall be effective and binding on all concerned.

The Board may on any occasion determine that rights of election and the allotment of
shares under these Articles shall not be made available or made to any shareholders with
registered addresses in any territory where in the absence of a registration statement or
other special formalities the. circulation of an offer of such rights of election or the
allotment of shares would or might be unlawful, or where the Board considers the costs,
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expenses or possible delays in ascertaining the existence or extent of the legal and other
requirements applicable to such offer or the acceptance of such offer out of proportion to
the benefit of the Company, and in any such case the provisions aforesaid shall be read
and construed subject to such determination.

The Board shall establish an account to be called the share premium account and shall
carry to the credit of such account from time to time a sum equal to the amount or value
of the premium paid on the issue of any share in the Company. The Company may apply
the share premium account in any manner permitted by the Companies Law. The
Company shall at all times comply with the provisions of the Companies Law in relation
to the share premium account.

The Board may, before recommending any dividend, set aside out of the profits of the
Company such sums as it thinks fit as a reserve or reserves which shall, at the discretion
of the Board, be applicable for meeting claims on or liabilities of the Company or
contingencies or for paying off any loan capital or for equalizing dividends or for any
other purpose to which the profits of the Company may be properly applied, and pending
such application may, at the like discretion, either be employed in the business of the
Company or be invested in such investments (including shares, warrants and other
securities of the Company) as the Board may from time to time think fit, and so that it
shall not be necessary to keep any reserves separate or distinct from any other
investments of the Company. The Board may also without placing the same to reserve
carry forward any profits which it may think prudent not to distribute by way of dividend.

Unless and to the extent that the rights attached to any shares or the terms of issue thereof
otherwise provide, all dividends shall (as regards any shares not fully paid throughout the
period in respect of which the dividend is paid) be apportioned and paid pro rata
according to the amounts paid up on the shares during any portion or portions of the
period in respect of which the dividend is paid. For the purpose of this Article no
amount paid up on a share in advance of calls shall be treated as paid up on the share.

The Board may retain any dividends or other moneys payable on or in respect of a share
upon which the Company has a lien, and may apply the same in or towards satisfaction of
the debts, liabilities or engagements in respect of which the lien exists.

The Board may retain any dividends or other monies payable upon shares in respect of
which any person is, under the provisions as to the transmission of shares hereinbefore
contained, entitled to become a member, or in respect of which any person is under those
provisions entitled to transfer, until such persen shall become a member in respect of
such shares or shall transfer the same.

The Board may deduct from any dividend or other monies payable to any member all
sums of money (if any) presently payable by him to the Company on account of calls,
installments or otherwise.

Any general meeting sanctioning a dividend may make a call on the members of such
amount as the meeting resolves, but so that the call on each member shall not exceed the
dividend payable to him, and so that the call be made payable at the same time as the




179.

180.

181.

182.

183.

-4] -

dividend, and the dividend may, if so arranged between the Company and the member,
be set off against the call.

The Board, with the sanction of the members in general meeting, may direct that any
dividend be satisfied wholly or in part by the distribution of specific assets of any kind
and in particular of paid up shares, debentures or warrants to subscribe securities of any
other company, or in any one or more of such ways, and where any difficulty arises in
regard to the distribution the Board may settle the same as it thinks expedient, and in
particular may disregard fractional entitlements, round the same up or down or provide
that the same shall accrue to the benefit of the Company, and may fix the value for
distribution of such specific assets, or any part thereof, and may determine that cash
payments shall be made to any members upon the footing of the value so fixed in order to
adjust the rights of all parties, and may vest any such specific assets in trustees as may
seem expedient to the Board and may appoint any person to sign any requisite
instruments of transfer and other documents on behalf of the persons entitled to the
dividend and such appointment shall be effective. Where required, a contract shall be
filed in accordance with the provisions of the Law and the Board may appoint any person
to sign such contract on behalf of the persons entitled to the dividend and such
appointment shall be effective.

A transfer of shares shall not pass therewith the right to any dividend or bonus declared
thereon with a record date prior to the date of the agreement to transfer the shares.

Any resolution declaring or resolving upon the payment of a dividend or other
distribution on shares of any class, whether a resolution of the Company in general
meeting or a resolution of the Board, may specify that the same shall be payable or made
to the persons registered as the holders of such shares at the close of business on a
particular date, and thereupon the dividend or other distribution shall be payable or made
to them in accordance with their respective holdings so registered, but without prejudice
to the rights inter se in respect of such dividend of transferors and transferees of any such
shares.

If two or more persons are registered as joint holders of any shares, any one of such
persons may give effectual receipts for any dividends, interim and special dividends or
bonuses and other moneys payable or rights or property distributable in respect of such
shares.

Unless otherwise directed by the Board, any dividend, interest or other sum payable in
cash to a holder of shares may be paid by cheque or warrant sent through the post to the
registered address of the member entitled, or, in case of joint holders, to the registered
address of the person whose name stands first in the principal register in respect of the
joint holding or to such person and to such address as the holder or joint holders may in
writing direct. Every cheque or warrant so sent shall be made payable to the order of the
holder or, in the case of joint holders, to the order of the holder whose name stands first
on the register in respect of such shares and shall be sent at his or their risk, and the
payment of any such cheque or warrant by the bank on which it is drawn shall operate as
a good discharge to the Company in respect of the dividend and/or bonus represented
thereby, notwithstanding that it may subsequently appear that the same has been stolen or
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that any endorsement thereon has been forged.

The Company may cease sending such cheques for dividend entitlements or dividend
warrants by post if such cheques or warrants have been left uncashed on three
consecutive occasions.

All dividends or bonuses unclaimed for one year after having been declared may be
invested or otherwise made use of by the Board for the exclusive benefit of the Company
until claimed and the Company shall not be constituted a trustee in respect thereof or be
required to account for any money earned thereon. All dividends or bonuses unclaimed
for six years after having been declared may be forfeited by the Board and shall revert to
the Company and after such forfeiture no member or other person shall have any right to
or claim in respect of such dividends or bonuses.

UNTRACEABLE SHAREHOLDERS

The Company shall be entitled to sell any shares of a member or the shares to which a
person is entitled by virtue of transmission on death or bankruptcy or operation of law if
and provided that:

(a) all cheques or warrants, not being less than three in number, for any sums payable
in cash to the holder of such shares have remained uncashed for a period of 12
years;

(b) the Company has not during that time or before the expiry of the three month
period referred to in paragraph (d) below received any indication of the
whereabouts or existence of the member or person entitled to such shares by
death, bankruptcy or operation of law;

(©) during the 12 year period, at least three dividends in respect of the shares in
question have become payable and no dividend during that period has been
claimed by the member; and

(d) upon expiry of the 12 year period, the Company has given notice of its intention
to sell such shares to the shareholder at its address as shown in the principal
register and a period of three months has elapsed since such notice and the
shareholder has not responded to it.

To give effect to any sale contemplated by Article 183, the Company may appoint any
person to execute as transferor an instrument of transfer of the said shares and such other
documents as are necessary to effect the transfer, and such documents shall be as
effective as if it had been executed by the registered holder of or person entitled by
transmission to such shares and the title of the transferee shall not be affected by any
irregularity or invalidity in the proceedings relating thereto. The net proceeds of sale
shall belong to the Company which shall be obliged to account to the former member or
other person previously entitled as aforesaid for an amount equal to such proceeds and
shall enter the name of such former member or other person in the books of the Company
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as a creditor for such amount. No trust shall be created in respect of the debt, no interest
shall be payable in respect of the same and the Company shall not be required to account
for any money earned on the net proceeds, which may be employed in the business of the
Company or invested in such investments (other than shares or other securities in or of
the Company or its holding company if any) or as the Board may from time to time think
fit.

DOCUMENT DESTRUCTION

The Company shall be entitled to destroy all instruments of transfer, probate, letters of
administration, stop notices, powers of attorney, certificates of marriage or death and
other documents relating to or affecting title to securities in or. of the Company
("Registrable Documents") which have been registered at any time after the expiration of
six years from the date of registration thereof and all dividend mandates and notifications
of change of address at any time after the expiration of two years from the date of
recording thereof and all share certificates which have been cancelled at any time after
the expiration of one year from the date of the cancellation thereof and it shall
conclusively be presumed in favour of the Company that every entry in the register if
purporting to have been made on the basis of an instrument of transfer or Registrable
Document so destroyed was duly and properly made and every instrument of transfer or
Registrable Document so destroyed was a valid and effective instrument or document
duly and properly registered and every share certificate so destroyed was a valid and
effective certificate duly and properly cancelled and every other document hereinbefore
mentioned so destroyed was a valid and effective document in accordance with the
recorded particulars thereof in the books or records of the Company, provided always
that:

(a) the provisions aforesaid shall apply only to the destruction of a document in good
faith and without express notice of the Company of any claim (regardless of the
parties thereto) to which the document might be relevant;

(b) nothing herein contained shall be construed as imposing upon the Company any
liability in respect of the destruction of any such document earlier than as
aforesaid or in any other circumstances which would not attach to the Company
in the absence of this Article; and

[}

(c) references herein to the destruction of any document include references to the
disposal thereof in any manner.

ANNUAL RETURNS AND FILINGS

The Board shall make the requisite annual returns and any other requisite filings in
accordance with the Law.
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ACCOUNTS

The Board shall cause to be kept such books of account as are necessary to give a true
and fair view of the state of the Company’s affairs and to show and explain its
transactions and otherwise in accordance with the Law.

The books of account shall be kept at the Company’s principal place of business in Hong
Kong or, subject to the provisions of the Law, at such other place or places as the Board
thinks fit and shall always be open to the inspection of the Directors.

The Board shall from time to time determine whether, to what extent, at what times and
places and under what conditions or regulations, the accounts and books of the Company,
or any of them, shall be open to the inspection of the members (other than officers of the
Company) and no member shall have any right of inspecting any accounts or books or
documents of the Company except as conferred by the Law or any other relevant law or
regulation or as authorized by the Board or by the Company in general meeting.

The Board shall, commencing with the first annual general meeting cause to be prepared
and to be laid before the members of the Company at every annual general meeting a
profit and loss account for the preceding financial year together with a balance sheet as at
the last day of the preceding financial year and a Directors’ report with respect to the
profit or loss of the Company for the period covered by the profit and loss account and
the state of the Company’s affairs as at the end of such period, an Auditors’ report on such
accounts prepared pursuant to Article 192 and such other reports and accounts as may be
required by law. v

*Copies of those documents to be laid before the members of the Company at an annual
general meeting shall not less than 10 days before the date of the meeting be sent in the
manner in which notices may be served by the Company as provided herein to every
member of the Company and every holder of debentures of the Company, provided that -
the Company shall not be required to send copies of those documents to any person of
whose address the Company is not aware or to more than one of the joint holders of any
shares or debentures. To the extent permitted by and subject to due compliance with
these Articles and all applicable rules and regulations, and to obtaining all necessary
consents, if any, required thereunder, the requirements of this Article 194 shall be
deemed satisfied in relation to any member or any holder of debentures of the Company
by sending to such person instead of such copies, not less than 10 days before the date of
the annual general meeting, in any manner not prohibited by these Articles, a summary
financial statement derived from the Company’s annual accounts, together with the
Directors’ report and the Auditor’s report on such accounts, which shall be in the form
and containing the information required by these Articles and all applicable laws and
regulations, provided that any person who is otherwise entitled to the annual accounts of
the Company, together with the Director’s report and the Auditor’s report thereon may, if
he so requires, by notice in writing served on the Company, demand that the Company
sends to him, whether in printed or electronic form, in addition to the summary financial
statement, a complete copy of the Company’s annual accounts, together with the
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Directors’ report and the Auditor’s report thereon.

* as amended by special resolution passed on August 16, 2002

195.

196.

197.

198.

AUDIT

The Auditors shall audit the profit and loss account and balance sheet of the Company in
each year and shall prepare a report thereon to be annexed thereto. Such report shall be
laid before the Company at its annual general meeting in each year and shall be open to
inspection by any member. The Auditors shall at the next annual general meeting
following their appointment and at any other time during their term of office, upon
request of the Board or any general meeting of the members, make a report on the
accounts of the Company in general meeting during their tenure of office.

The Company shall at any annual general meeting appoint an auditor or auditors of the
Company who shall hold office until the next annual general meeting. The remuneration
of the Auditors shall be fixed by the Company at the annual general meeting at which
they are appointed provided that in respect of any particular year the Company in general
meeting may delegate the fixing of such remuneration to the Board. No person may be
appointed as the, or an, Auditor, unless he is independent of the Company. The Board
may before the first annual general meeting appoint an auditor or auditors of the
Company who shall hold office until the first annual general meeting unless previously
removed by an ordinary resolution of the members in general meeting in which case the
members at that meeting may appoint Auditors. The Board may fill any casual vacancy
in the office of Auditor but while any such vacancy continues the surviving or continuing
Auditor or Auditors, if any, may act. The remuneration of any Auditor appointed by the
Board under this Article may be fixed by the Board.

Every statement of accounts audited by the Auditors and presented by the Board at an
annual general meeting shall after approval at such meeting be conclusive except as
regards any error discovered therein within three months of the approval thereof.
Whenever any such error is discovered within that period, it shall forthwith be corrected,
and the statement of account amended in respect of the error shall be conclusive.

AUDIT COMMITTEE

v

For so long as the shares of the Company are quoted on the Exchange, it shall establish
and maintain an Audit Committee as a committee of the Board, the composition and
responsibilities of which shall comply with Rule 4350(d) of the NASD Manual &
Notices to Members, as amended from time to time. The Audit Committee shall have at
least three members, comprised solely of Independent Directors or such other Directors
as allowed from time to time, each of whom is able to read and understand fundamental
financial statements, including the Company’s balance sheet, income statement, and cash
flow statement.
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The Company shall adopt a formal written audit committee charter and review and assess
the adequacy of the formal written charter on an annual basis. The charter shall specify
the responsibilities of the Audit Committee which shall include responsibility for
ensuring its receipt from the outside auditors of the Company of a formal written
statement delineating all relationships between the auditor and the Company, consistent
with Independence Standards Board Standard 1, and the Audit Committee’s
responsibility for actively engaging in a dialogue with the auditor with respect to any
disclosed relationships or services that may impact the objectivity and independence of
the auditor and for taking or recommending that the full Board take, appropriate action to
oversee the independence of the outside auditor. In addition, the responsibilities of the
Audit Committee shall include:

(a) to recommend annually to the Directors the appointment of the independent
auditors of the Company, discuss and review in advance the scope and the fees of
the annual audit and review the results thereof with the independent auditors,
review and approve non-audit services of the independent auditors, review
compliance with existing major accounting and financial reporting policies of the
Company, review the adequacy of the financial organization of the Company, and
review management’s procedures and policies relating to the adequacy of the
Company’s internal accounting controls and compliance with applicable laws
relating to accounting practices; and

b) in the absence or unavailability of the Related Party Transaction Committee,
reviewing potential conflict of interest situations pursuant to Article 199.

CONFLICTS OF INTEREST

For so long as the shares of the Company are listed on the Exchange the Company shall
conduct an appropriate review of all material related party transactions on an ongoing
basis and shall utilize the Related Party Transaction Committee or a comparable body of
the Board for the review of potential conflicts of interest situations where appropriate. A
majority of the members of the Related Party Transaction Committee shall be persons
other than an officer or employee of the Company or its subsidiaries or any other
individual having a relationship which, in the opinion of the Board, would interfere with
the exercise of the independent judgment in carrying out the responsibilities of a Director.

(a) In anticipation that the Company will cease to be a subsidiary of CIC and that the
Company and CIC may engage in th® same or similar activities or lines of
business and have an interest in the same or similar business opportunities, and in
recognition of (i) the benefits to be derived by the Company through its continued
contractual, corporate and business relations with CIC (including the services of
officers and directors of CIC as officers and directors of the Company), and
(ii) the difficulties attendant to any director, who desires and endeavours fully to
satisfy such director’s fiduciary duties, in determining the full scope of such duties
in any particular situation, the provisions of this Article 200 are set forth to
regulate, define and guide the conduct of certain affairs of the Company as they
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may involve CIC and its officers and directors, and the powers, rights, duties and
liabilities of the Company and its officers, directors and shareholders in
connection therewith.

Except as CIC may otherwise agree in writing, (i) neither CIC nor any of its
subsidiaries (other than the Company) shall have a duty to refrain from engaging
directly or indirectly in the same or similar business activities or lines of business
as the Company; and (ii) neither CIC nor any of its subsidiaries (other than the
Company) nor any officer or director thereof (except as provided in paragraph (c)
of this Article 200) shall be liable to the Company or its shareholders for breach
of any fiduciary duty by reason of any such activities of CIC or any such
subsidiary or of such person’s participation therein. In the event that CIC or such
subsidiary acquires knowledge of a potential transaction or matter that may be a
business opportunity for both CIC or such subsidiary and the Company, CIC or
such subsidiary shall have no duty to communicate or offer such business
opportunity to the Company and shall not be liable to the Company or its
shareholders for breach of any fiduciary duty by reason of the fact that CIC or
such subsidiary pursues or acquires such business opportunity for itself, directs .
such business opportunity to another person or entity, or does not communicate
information regarding, or offer, such business opportunity to the Company.

In the event that a director, officer or employee of the Company who is also a
director, officer or employee of CIC or any subsidiary of CIC (other than the
Company) acquires knowledge of a potential transaction or matter that may be a
business opportunity for the Company and CIC or such subsidiary, such director,
officer or employee of the Company shall have fully satisfied his fiduciary duty to

- the Company and its shareholders with respect to such business opportunity and

shall not be liable to the Company or its shareholders for breach of fiduciary duty
or duty of loyalty or failure to act in (or not opposed to) the best interests of the
Company or the derivation of any improper personal benefit by reason of the fact
that CIC or such subsidiary pursues.or acquires such business opportunity for
itself or directs such business opportunity to another person or does not
communicate information regarding such business opportunity to the Company if
such director, officer or employee acts in good faith in a manner consistent with
the following policy:

) a business opportunity offered to any person who is an officer (whether or
not a director) of the Company and who is also a director but not an
officer of CIC or any subsidiary of CIC (other than the Company) shall
belong to the Company, unless such opportunity is expressly offered to
such person primarily in such person’s capacity as a director of CIC or
such subsidiary in which case such opportunity shall belong to CIC or the
subsidiary of which such person is a director; '

(i)  a business opportunity offered to any person who is a director but not an
officer of the Company and who is also an officer (whether or not a
director) of CIC or any subsidiary of CIC (other than the Company) shall
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belong to CIC or to the subsidiary (other than the Company) of which
such person is an officer unless such opportunity is expressly offered to
such person primarily in such person’s capacity as a director of the
Company, in which case such opportunity shall belong to the Company;
and :

(i)  a business opportunity offered to any other person who is either an officer
of both the Company and CIC or any subsidiary of CIC (other than the
Company), or a director of both the Company and CIC or such subsidiary
(other than the Company) shall belong to the Company or to CIC or such
subsidiary (other than the Company) of which such person is either an
officer or a director, as the case may be, if such opportunity is expressly
offered to such person primarily in his capacity as an officer or director of
the Company or of CIC or such subsidiary (other than the Company),
respectively; otherwise, such opportunity shall belong either to the
Company or to CIC or the subsidiary (other than the Company) of which
such person is either an officer or a director, in either case as a majority of
the directors of the Company who are not officers of CIC, any subsidiary
of CIC (other than the Company) or the Company, or directors of CIC or
any subsidiary of CIC (other than the Company), shall determine in their
good faith judgment, taking into account all the facts and circumstances
with respect to such opportunity.

In the event that actions are taken by any director, officer of employee of the
Company that are inconsistent with the policy set forth in paragraph (c) of this
Article 200, no presumption shall arise that such actions constitute a breach of
such director’s, officer’s or employee’s fiduciary duty or duty of loyalty to the
Company or its shareholders or failure to act in (or not opposed to) the best
interests of the Company or the derivation of an improper personal benefit.

For the purposes of this Article 200, "business opportunities” shall not include
any business opportunities that the Company is not financially able to undertake,
or that are, from their nature, not in the line of the Company’s business or are of
no practical advantage to it or that are ones in which the Company has no interest
or reasonable expectancy.

Any person or entity purchasing or otherwise acquiring any interest in any shares
in the capital of the Company shall be deemed to have notice of and to have
consented to the provisions of this Article 200.

For purposes of this Article 200 only, the "Company" shall mean the Company
and companies, partnerships, joint venture, associations and other entities in
which the Company beneficially owns (directly or indirectly) fifty per cent. or
more of the outstanding voting stock, voting power or similar voting interests.

SERVICE OF NOTICES AND OTHER DOCUMENTS
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*Except as otherwise provided in these Articles, any notice or other document may be
served on or delivered to any member by the Company either personally or by sending it
through the post in a prepaid letter addressed to such member at his registered address as
appearing in the principal register or, to the extent permitted by all applicable laws and
regulations, by electronic communication or by delivering it to or leaving it at such
registered address addressed as aforesaid. In the case of joint holders of a share, service
or delivery of any notice or other document on or to one of the joint holders shall for all
purposes be deemed a sufficient service on or delivery to all the joint holders.

* Any such notice or other document, if sent by post, shall be deemed to have been served
or delivered on the day after the day when it was put in the post (if sent to an address in
the same country) and on the fifth day after the day when it was put in the post (if sent
from one country or territory to an address in another country), and in proving such
service or delivery it shall be sufficient to prove that the notice or document was properly
addressed, stamped and put in the post. Any notice or other document delivered or left at
a registered address otherwise than by post shall be deemed to have been served or
delivered on the day it was so delivered or left. Any notice given by electronic means as
provided herein shall be deemed to have been served and delivered on the day following
that on which it is successfully transmitted or at such later time as may be prescribed by
any applicable laws or regulations.

*Any notice or other document delivered or sent to any member in pursuance of these
Articles shall, notwithstanding that such member is then dead or bankrupt or that any
other event has occurred, and whether or not the Company has notice of the death or
bankruptcy or other event, be deemed to have been duly served or delivered in respect of
any share registered in the name of such member as sole or joint holder unless his name
shall, at the time of the service or delivery of the notice or document, have been removed
from the Register as the holder of the share and such service or delivery shall for all
purposes be deemed a sufficient service or delivery of such notice or document on all
persons interested (whether jointly with or as claiming through or under him) in the share.

*The signature to any notice to be given by the Company may be written or printed by
means of facsimile or, where relevant, by Electronic Signature.

* as amended by special resolution passed on August 16, 2002

205.

206.

INFORMATION

No member shall be entitled to require discovery of or any information in respect of any
detail of the Company’s trading or any matter which is or may be in the nature of a trade
secret or secret process which may relate to the conduct of the business of the Company
and which in the opinion of the Board would not be in the interests of the members or the
Company to communicate to the public.

The Board shall be entitled to release or disclose any information in its possession,
custody or control regarding the Company or its affairs to any of its members including,
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‘without limitation, information contained in the register of members and transfer books

of the Company.

WINDING UP

If the Company shall be wound up (whether the liquidation is voluntary, under
supervision or by the court) the liquidator may, with the authority of a special resolution
of the Company and any other sanction required by the Law divide among the members
in specie or kind the whole or any part of the assets of the Company (whether the assets
shall consist of property of one kind or shall consist of properties of different kinds) and
may for such purpose set such value as he deems fair upon any property to be divided and
may determine how such division shall be carried out as between the members or
different classes of members. The liquidator may, with the like authority or sanction vest
the whole or any part of such assets in trustees upon such trusts for the benefit of the
members as the liquidator, with the like authority or sanction and subject to the Law,
shall think fit, and the liquidation of the Company may be closed and the Company
dissolved, but so that no member shall be compelled to accept any assets, shares or other
securities in respect of which there is a liability.

If the Company shall be wound up, and the assets available for distribution amongst the
members as such shall be insufficient to repay the whole of the paid up capital, such
assets shall be distributed so that, as nearly as may be, the losses shall be borne by the
members in proportion to the capital paid up, or which ought to have been paid up, at the
commencement of the winding up on the shares held by them respectively. And if in a
winding up the assets available for distribution amongst the members shall be more than
sufficient to repay the whole of the capital paid up at the commencement of the winding
up, the excess shall be distributed amongst the members in proportion to the capital paid
up at the commencement of the winding up on the shares held by them respectively. This
Atrticle is to be without prejudice to the rights of the holders of shares issued upon special
terms and conditions. :

INDEMNITIES

The Directors and officers for the time being of the Company and any trustee for the time
being acting in relation to any of the affairs of the Company and their heirs, executors,
administrators and personal representatives respectively shall be indemnified out of the
assets of the Company from and against all actions, proceedings, costs, charges, losses, -
damages and expenses which they or any of them shall or may incur or sustain by reason
of any act done or omitted in or about the execution of their duty in their respective
offices or trusts, except such (if any) as they shall incur or sustain by or through their
own wilful neglect or default respectively. No Director, officer or trustee shall be
answerable for the acts, receipts, neglects or defaults of any other Director, officer or
trustee or for joining in any receipt for the sake of conformity or for the solvency or -
honesty of any banker or other persons with whom any monies or effects belonging to the
Company may be lodged or deposited for safe custody or for any insufficiency of any
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security upon which any monies of the Company may be invested or for any other loss or
damage due to any such cause as aforesaid or which may happen in or about the
execution of his office or trust unless the same shall happen through the wilful neglect or
default of such Director, officer or trustee.

Subject to the Companies Law, if any Director or other person shall become personally
liable for the payment of any sum primarily due from the Company, the Board may
execute or cause to be executed any mortgage, charge, or security over or affecting the
whole or any part of the assets of the Company by way of indemnity to secure the
Director or person so becoming liable as aforesaid from any loss in respect of such
liability.

FINANCIAL YEAR

The financial year of the Company shall be 31st December in each year or as otherwise
prescribed by the Board from time to time.

REGISTERED OFFICE

The registered office of the Company shall be at such place in the Cayman Islands as the
Board shall from time to time appoint.

AMENDMENT OF MEMORANDUM AND ARTICLES

Subject to the Law, the Company may at any time and from time to time by special
resolution alter or amend its Memorandum of Association and Articles of Association in
whole or in part.
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chinadotcom expresso Secures Multiple Client Wins

Self-developed products help company move up the value curve

[HONG KONG September 05, 2002) chinadotcom corporation [NASDAQ: CHINA; Website:
www.corp.china.com), a leading integrated enterprise solutions company in Asia, today announced
multiple client wins of its self-developed software product, expresso, a double-byte email
marketing technology.

Since March this year, over 10 multinational and local companies have selected expresso either
through licensing agreements with chinadotcom e-marketing or as part of their integrated
marketing campaigns, delivering targeted emails, tracking and analyzing results and database
cleansing. Those companies include 3M Hong Kong Limited, AlG Credit Card Company {Hong
Kong) Limited, Beijing IKEA Service Office Co. Ltd., eBay Taiwan, Harbour Plaza Hotels and
Resorts, Motorola Semi-conductor Products Sector, Pepsi Company China and Toppy Co. (H.K.)
Ltd., etc.

expresso runs high volume, cost effective email campaigns with powerful features such as
personalization, detailed email tracking and data analysis — critical tools in building long-lasting
customer relationships for companies.

“We are pleased to see the momentum building in one of our self-developed proprietary products,
expresso,” said Peter Yip, Chief Executive Officer of chinadotcom corporation. “Although still in
the early stages in terms of financial impact to the company, we believe our Intellectual Property
(IP) product suites could bring us recurrent revenues with higher margins in the future.”

expresso integrates sophisticated data management and profiling technology, with campaign
building, fulfilment and reporting modules; all accessible through one web-based user interface.
With full personalization technology, expresso can send and track 5 million one-to-one messages
a day, including open rates, click-throughs, and viral pass-ons down to the individual level.

H##
About chinadotcom corporation

chinadotcom corporation (NASDAQ: CHINA; Website: www.corp.china.com) is a leading
integrated enterprise solutions company offering technology, marketing and media services for
companies throughout Greater China and the Asia-Pacific region, the US and the UK. With
operations in 10 markets - - the companies under chinadotcom group have extensive experience in
several industry groups including finance, travel and manufacturing, and in key business areas,
including e-business strategy, packaged software implementation, precision marketing, and supply
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chain management. chinadotcom leverages this expertise with alliances and partnerships to help
drive innovative client solutions.

For more information about chinadotcom corporation, please visit www.corp.china.com
Safe Harbor Statement

This press release includes certain "forward-looking statements” within the meaning of the United
States Private Securities Litigation Reform Act of 1995. These statements are based on
chinadotcom management's current expectations and are subject to risks and uncertainties and
changes in circumstances. Actual results may vary materially from those expressed or implied by
the statements herein. Furthermore, while chinadotcom believes that its pro forma financial results
as attached are reflective of its recurrent trends and the on-going status of our business, there can
be no assurance that its pro forma results will accurately reflect these trends and status and
therefore, its investors are urged not to rely solely upon the pro forma results when making their
investing decision and the pro forma results should always be reviewed together with its actual
financial results as attached. All forward-looking statements included in this press release are
based upon information available to chinadotcom as of the date of the press release, and it
assumes no obligation to update or alter its forward looking statements whether as a result of new
information, future events or otherwise. Further information on risks or other factors that could
affect chinadotcom’s results of operations is detailed in its filings with the United States Securities
and Exchange Commission, including the Annual Report for the year ended December 31, 2001
on Form 20-F filed in June, 2002.

For further information, please contact:

Media Relations

Jane Cheng, Public Relations Manager

Tel : (852) 2961 2750

Fax : (852) 2571 0410

e-mail : jane.cheng@ hk.china.com
NOTES TO THE EDITOR:

Other chinadotcom proprietary software products:

PowerBooks (an integrated Management Information System in Financial Accounting)
PowerHRP (Human Resources Payroll management)

PowerATS (Attendance Tracking System)

PowerPay+, PowerESS (Employee Self Service)

PowerCRM.
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Double-Byte: traditional software is written in single-byte or for roman-based character systems
whereby a single letter or character requires one keystroke to form the letter. In Asian languages,

“letters” or “characters” require two keystrokes to form a single character or letter. This is referred
to as double-byte.




